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The Greatest Credit Convention 
Ever Held » » » » Just Concluded 


® 


The Way to Prosperity 
Now is Intelligent Ap- 
plication and — 


WORK! 
Thank God for the might of it. 


The ardour, the urge, the delight 
of it! 


Work that springs from the 
Heart's desire 


Setting the Brain and the Soul 
on fire. 


Oh, what is so good as the heat 
of it, 


And what is so glad as the beat _ \ 
of it, 

And what is so kind as the stern 
command, 


Challenging Brain and Heart and 
Hand ? 


WORK! 


® 
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A high collection percent- 
age each month is an accom- 
plishment of great benefit to 
business. 


In recognition of this we 
offer a carton of Busch extra 
dry ginger ale each month— 
not just to one but to ten 
credit men reporting the 
highest monthly collection 
percentage anywhere in the 
United States. 


Send in your collection per- 
centages each month to the 
Credit World and win a car- 
ton of America’s finest ginger 
ale. 


GINGER ALE 
“EUSER-BuscH Inc. StL 





The high collection percentage 
winners for April were 


~ ss Gilreath 
W. Wood & Company 
idiedion Ala. 


R. R. Varney 
Chandler Landscape & Floral Co. 
Kansas City, Mo 


C. Jensen 
Crews-Beggs Dry Goods Co. 
Pueblo, Colo. 


E. E. Carson 
Norton Brothers, Inc. 
El Paso, Texas 


H. T. Mingaye 
Raymer Hardware Co. 
St. Paul, Minn. 


H. N. Craemer 
H. N. Craemer Company 
Cedar Rapids, lowa 


H. O. Wrenn 
Nebraska Clothing Co. 
Omaha, Nebr. 


C. B. Rizor 
Trenwith's 
Santa Barbara, Calif. 


Jno. P. Drennen 
The Great Wardrobe 
Santa Barbara, Calif. 


A. F. Nelan 
The Southworth Co. 
Cleveland, Ohio 


A quality that sustains an established reputa- 
tion both for the makers and those who serve 


BUSCH 
EXTRA DRY 


ANHEUSER-BUSCH 


— 


LOUIS 
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People Observe Rings 
and Watch Charms 


Here is a Beautiful cAdornment 
That Becomes a Business cAid 


The adaptation on ring or watch charm of 
the emblem and slogan as shown below 
brings its important message to the credit 
applicant in striking manner. It is inevitable 
that the attention be caught and “Treat Your 
Credit as a Sacred Trust” registers forcibly 
during the interview. It may provide an easy 
entry to conversation on moral responsibility 
and promptness—a little helpful sermonizing 
at the opening of an account—a subject 
otherwise difficult of approach. 


SIGNET AND SHIELD RINGS 





Solid Gold, signet style, Solid Gold, shield style, 


plain or hammered, plain, 
$9.00 $9.00 
WATCH CHARM LAPEL BUTTON 
- OR PIN 
‘wear re caer! 
Sacnep ‘TRUST 





se 


Solid Gold with ring for 
attaching, 


$6.00 


Solid Gold, button for men, 
pin for women, 


$2.00 


CUFF LINKS 





Solid Gold, one end Association Emblem, the other plain, 
$8.50 


Solid Gold, one end Association Emblem, the other with 
choice of any fraternal emblem, 


$10.00 


Wear the National Retail Credit Association Emblem, now 
made in the various styles illustrated above—a splendid 
token of remembrance of the 19th Annual Convention at 
Saint Louis, 1931—an excellent gift to your local retiring 
president or as a prize for credit classes or contests. 


Orders may be sent direct to the National 
Retail Credit Association, 1218 Olive Street, 
St. Louis, or to 


HESS & CULBERTSON JEWELRY CO. 
Ninth and Olive Streets St. Louis, Mo. 
































Results 





FRANK BATTY, President 


In Frank Batty the National Retail Credit Association 
has selected as its 1931-1932 leader an experienced 
credit manager, a practical economist, and a man with 
a notable record as an association executive. Not 
only has he served the National Association as first 
and as second vice-president, but he also has held 
several state association offices, including the presi- 
dency of the California Retail Credit Grantors’ Asso- 
ciation. 





of the Balloting 


AT THE 


19th Annual Convention 


of the NATIONAL RETAIL 
CREDIT ASSOCIATION 


IN 
St. Louis, June 16-19, 1931 
° 


ECOGNITION of the vital importance 


of credit during a depression period 
brought 2 record attendance to this 


year's convention. 


Nearly 1,000 per- 


sons formally registered, while approxi- 
mately 1,500 were seated at the annual 
banquet tables in the Hotel Jefferson. 


Washington, D. C., was selected as 


the convention meeting place next year. 


The balloting resulted in the follow- 


ing list of 


OFFICERS and DIRECTORS 


President, FRANK BATTY, General Credit Man- 
ager, Hale Bros. Stores, Inc., San Francisco, 


Calif. 


First Vice-President, A. P. LOVETT, Credit Man- 
ager, Hettinger Bros. Co., Kansas City, Mo. 


Second Vice-President, CHAS. M. REED, General 


Manager, Retail 
Denver, Colo. 


Credit Men's Association, 


Manager- Treasurer, D. J. WOODLOCK, National 


Office, St. Louis, Mo. 


Secretary, GUY H. HULSE, National Office, St. 


Louis, Mo. 


DIRECTORS 


*E. K. BARNES 

First National Bank & 
Trust Co. 

Spokane, Wash. 


*JUSTIN H. EDGERTON 
Hahn Bros. Stores Inc 
New York City, N. Y 


RUSSELL H, FISH 
The May Company 
Denver, Colo 


JAMES R. HEWITT 
The Hub 
Balt:more, Md 


C. F. JACKSON 
Famous & Barr Company 
St. Louis, Mo 


LEO M. KARPELES 
Burger Phillips Co 
Birmingham, Ala 


E. W. MANAHAN 
Manahan, Inc. 
Boston, Mass. 


*MAX MEYER 
Nebraska Credit Company 
Lincoln, Nebr 


L. R. PEARCE 
Frankel Clothing Company 
Des Moines, Iowa 


*W. R. KENDALL 
Steward Bros. Hdwe. Co 
Memphis, Tenn 


*J. G. MCBRIDE 
Geo. Innes Company 
Wichita, Kan. 


*FRANK E. PARKER 
Merchants Credit Bureau 
Detroit, Mich. 


MILTON J. SOLON 
The Dayton Company 
Minneapolis, Minn 


ROBERT STERN 
A. Harris 8 Co 
Dallas, Texas 


S. L. KLARNET 
H. C. Capwell Company 
Oakland, Calif. 

*A. D. MCMULLEN 
Oklahoma City Retailers 
Oklahoma City, Okla. 

* JAMES D. HAYS 
Harrisburg Credit Exchange 
Harrisburg, Pa 


*Indicates those just coming into office 
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CONVENTION NUMBER 


Nationwide Survey 


HE nation’s retail business in some parts of 

the country actually exceeds the volume for 

last year, while in other parts it has dropped 
as low as 75 per cent of the 1930 total. The 
average for the country as a whole shows that 
business has only receded some 15 per cent from 
normal. 

This information comes to the National Re- 
tail Credit Association by telegraph from the 
key centers of its 1200 local credit bureaus scat- 
tered through all of the important trade centers 
of the country. 

The first time that such a telegraphic survey 
has ever been accomplished in this manner and 
has so effectively reached both metropolitan as 
well as cross-roads merchandising sections pro- 
vides another intimate barometer on American 
business activity. 

Unit sales have in some cases surpassed the 
records of 1930, but declining prices have re- 
duced the net return. Nowhere has there been 
any note of despondency. Many reports to the 
National Retail Credit Association convention 


The demonstration pictured below was ably 
handled by Gates Ferguson, Director of Public 
Relations for the Postal Telegraph Co. 


of BUSINESS CONDITIONS 


state the local belief 
that business is 
making graduated 
gains. 

As Elliott S. 
Boardman, manager 
of the Industrial Sta- 


First-hand Information 
was received just prior 
to and during the N. 
R. C. A. Convention 
in St. Louis from the big 

Cities and small Towns 
tistics Division of all over the United 
the Federal Reserve 


has, remarked, the States. 

‘New England dis- 

trict is hopeful but not expecting any miracles. 
Hard work and common sense are essential.” 


A note of business recovery is evident in the 
growing demand for credits, accompanied by 
wise and stringent control which is sifting out 
all except good risks. The volume of credit 
sales has decreased about 10 per cent from that 
of last year, but the quality of the current 
accounts has improved noticeably. 


Collections have also improved chiefly be- 
cause greater care has been exercised in the selec- 
tion of current accounts. Where this was not 
always the case during last year some of the 
accounts which date from that time show slow 
liquidation. Collections have kept pace with 
the rate of change in credit sales. The employ- 
ment situation has naturally had a direct bear- 


Special messages 
were dispatched and 
answers received 
from President 
Hoover, from Lon- 
don, Paris, Hono- 
lulu, Buenos Aires, 
Havana, Shanghai, 
and from Ships in 
the Atlantic and 
Pacific Oceans. 


° 




















ing on retail business. Where there has been 
the least disturbance, business has reported the 
best gains. The majority of the telegraphic 
reports reflected inactivity in building trades, in 
steel production, but announced the leather 
groups, the textiles and the food industries as 
in full operating 
swing. 

Much of the un- 
employment has 
been found to ex- Cs 
ist in and around % 
the larger cities. 
The more distant 
communities with 
greater diversifica- 
tion of interests 
have been able to 
handle their own 
employment with 
greater success 
Some transient 
labor without se 
curity has been an 
added problem. 


CaBLE SRAVGHal 


? D.J. @00DLOcE 

afl RETAIL CR. asS¥ 

TOUR SIRE BRCEIVED STOP wSImESs ¢ 
INCREASE OF TARI?Y SUT CREDIT 
CUDTESE “AUPACTURED DOS I YCREASE IY 
SEIVE MEWSParPE? JIVIYO ACCOUNT PRODEEDINGS 


LIAG Fal CHU UAMAOES 


Messages via Postal 
Telegraph were dis- 
patched and received 
from all over the world 


With few excep- : 

tions a general uring @ total lapsed 
note of improve- _ time of 31 minutes. 
ment has come 


from all of the key points supplying the re- 
ports of their immediate trade areas. 

Agriculture is dominantly in a favorable 
position to help recovery. In most of the 
regions surveyed prospects for full crop yields 
are very promising. Rain has been abundant 
and grazing lands which support livestock 
have aided herds. Truck farming near large 
cities has proven to be profitable for the 
marked demand for fresh vegetables offers a 
ready-cash market. 

While prices for farm products are not any 
too encouraging some reports indicate that even 
so some farm income will result. Fruit and 
berry crops have a good start and a willing 
market. “Tobacco and cotton show good prog- 
ress thus far. Home canning of foodstuffs 
raised on the farm will assure ample sustenance 
during the coming winter. Feed stuffs are nor- 
mal and plentiful. 

General business presents many conflicts as it 
is viewed nationally. The building inactivity 
has become a damper on all lines that contribute 
to residential and commercial materials. The 
steel industry is marking time yet notwithstand- 
ing many plants are on full operating schedules. 
Some are reported running overtime. 

Coal mining has suffered from labor difficul- 
ties but these are being smoothed over and 
some mines are reopening for full time work. 
Especially in the south public construction and 
highway programs are providing outlets for 
labor. 

While bank clearings have been reported for 
an average decrease of some 10 per cent and 
liquidations have been a temporary handicap, 
this situation is not burdensome for retailers. 

Oil and gas have been stagnant, but on the 
other hand food industries have been at full 
swing for some time. Gains in automobile 
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production have been slowed down by the usual 
seasonal movements, but have been encouraging 
to general belief in recovery. 

In the New England district business, accord- 
ing to department stores, has been only 5 to 10 
per cent below last year. Sales activities are 
being concentrated to cut 
this to lower figures. Little 
change is noticed in credit 
sales. Collections are occa- 
sionally slow, but not 
alarming. Employment 
averages fair with good 
gains in some lines. Little 
agricultural activity calls 
for comment. A _ deter- 
mined and personal feeling 
that recovery has started 
seems the keynote of busi- 
ness feeling. 

In the Atlantic states 
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larger cities is keeping sales volumes within a 
few per cent of last year. Some increases in 
units sold have been reported, but cash value 
has not been equal to last year’s total due to 
price changes. 

Credit sales have not changed perceptibly, 
but greater care is being exhibited in accepting 
such accounts. ,Collections have coincided with 
credits. Some slowness has been reported, but 
this has occurred in areas where industrial 
activity is at low ebb. 

Part-time operations are affecting some im- 
provement in unemployment circles. Steel is 
weak and mining questionable, but other lines 
art tending to offset this fact. 

Knit goods production is in full schedule 
while construction lags. Paint and varnish are 
quite active and auto sales have been prominent. 

In the Southeast, especially in parts of North 
Carolina, sales have been on the increase, but in 
general they have shown a 10 per cent drop 
compared to last year. With evident restriction 
in the granting of credit this volume has paced 
retail sales. Collections have improved and are 
close to the rating made last year. 

Employment has been improving each month. 
The building trades have been hurt most by 
current conditions. Fruits in Florida have been 

(Continued on page 19) 
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Scruggs- Vandervoort-Barney Dry Goods 

Company, St. Louis, told the National Retail 
Credit Association convention that many factors 
in the present depression are the direct result of 
the World War. He said: 


‘First, I want to talk briefly about that ever 
recurrent topic—the present business situation, 
which we charitably call the depression. It seems 
to me that there are many factors entering into 
our present situation which cannot be explained 
in terms of the usual business cycle, but which 
are the direct result of the World War and the 
complete throwing out of balance of the eco- 
nomic scales, which is the result of that war. 


“It is interesting to draw a parallel between 
the present depression, which began some ten 
years after the war, and the world-wide panic 
of 1825, which began almost exactly ten years 
after the battle of Waterloo, which ended the 
Napoleonic wars. 

“In brief, the commanding order for this 
depression was written the day war was declared 
in 1914, and is the direct result of war destruc- 
tion of accumulated savings, the destruction of 


property, factories, 
buildings, homes, Abolish Return 
Goods Evil and 


roads, etc., the use of 
man power taken from Practice of Mark 
Downs. 


Ficus M. MAYFIELD, president of the 


customary production 
and finally the killing 
off of over 8,000,900 
of the most promising 
producers of all. 

“When peace comes, 
the enormous demand 
for replacement makes 
for tremendous busi- 
ness activity. Producers 
and distributors find 
wages high as a war re- 
sult and find them- 
selves going through 
a period of ‘profitless 
prosperity.’ 

‘The way out is in- 
creased volume and 
then comes high pres- 
sure salesmanship, great 
increase in credit and 
installment selling, ad- 
Vvertising on a _ large 
scale—anything to get 
volume. But the long- 
postponed day of reckoning comes, ‘Credit,’ 
says Carlyle, ‘is suspicion asleep.’ 

“To quote from Macaulay's Essay, written 
100 years ago, ‘a single breaker may recede but 
the tide is evidently coming in.’ 

“Tl think it is well for us to recall, however, 
that the problems confronting retail distribution 
are not solely or even primarily the result of the 
present depression. 
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Frank R. Mayfield 


We Can End Slump 


MAYFIELD SAID 
Head of Scruggs Van- 


dervoort and Barney 
urges better methods of 
Internal Operation— 
control of expense 
must be improved. 


‘An examination 
of retail figures, pub- 
lished by the Har- 
vard Bureau, will 
show that retail 
business was headed 
for trouble long be- 
fore the depression, 
because during the boom years of 1927, 1928 
and 1929 volume was practically stationary, 
expenses continued to rise and profit margins 
declined to the vanishing point. 


‘What then is the answer? It is—and here 
I return to my subject—in better planning, bet- 
ter work. In short, in better methods of internal 
operation. 

“1. It involves, first of all, a better control 
of expense. I believe that the first duty of any 
retailer is to budget expense carefully, cut out 
all the frills and entertainment and all the odds 
and ends that sometimes serve no better purpose 
than to satisfy the vanity of the boss, and get 
back to our job of distributing merchandise. 


‘2. The next big job is to effect improvement 
in the return goods evil. The habit of returning 
for credit as high as 20 per cent of all merchan- 
dise bought is economically wrong and no one 
can control it except the merchants themselves. 

“3. The third big cause of declining profit 


is increasing mark- 
downs. No store can 
get an initial profit to 
cover a mark-down 
rate of 12 to 15 per 
cent. The only way 
mark-downs can be 
controlled is by con- 
trolling purchases. 


Over-Purchasing 

“The commonest 
cause of high mark- 
downs is over-purchas- 
ing—buying more at 
wholesale than we sell 
at retail. The next 
commonest is buying 
of prestige merchandise 
—merchandise beyond 
our best selling price 
lines, for style or pres- 
tige reasons—and the 
cause which runs close 
to these as a prolific 
cause of mark-downs 
is slow selling mer- 
chandise, or a failure 
to take adequate mark- 
downs in time. 

‘And so, gentlemen, I close with the thought 
that the merchants of this country will do well 
to forget the depression, to stop sitting around 

(Continued on page 21) 














Reasonable accom- 
modation on Sound 
Risks needed to 
Stimulate Business. 























An Effective Letter —? 


properly divided into five parts: 

(1) getting an audience; (2) 
securing attention; (3) awakening 
interest; (4) arousing desire; (5) 
compelling resolve and action. The 
successful letter radiates personality, 
the unsuccessful one does not. 
"Tis having the knack to present a fact, with 
a selling smack and a telling tact.’’ In other 
words, the successful letter must have person- 
ality. Personality has been defined as follows: 
“Strength of character, mental brilliancy, genial- 
ity, graciousness, loyalty, vigor, alertness, tact, 
and so forth, are the qualities by which, collec- 
tively or severally, personality is accounted for, 
from which it is deduced, according to those 
who have considered it most exhaustively.” 
Whether it be one or all of these qualities com- 
bined, matters little. Whether it be 
merely the radiation of health and 
happiness, or the unusual manifes- 
tation of originality and distinc- 
tion, of freshness and candor, 
matters little. The important 
thing is to remember that your 
sales letter must live and pulsate 
with the same personal elements 
that make your sale over the coun- 
ter a memorable thing. 


Te process of a sale can be 





How to do this with cold type; 
how to make an inanimate thing 
like a letter pulsate, live and 
breathe? There are certain basic 
principles upon which every suc- 
cessful sales letter must be built, certain elements 
which it must contain. If it is to take the place 
of a salesman and do what a good salesman 
must do, it must follow a definite line of pro- 
cedure in making a written sale just as he does 
in making a personal one. It must win for itself 
an audience with the prospective customer, and 
once that is gained, it must follow the steps of 
the sale exactly as the salesman does when he 
talks face to face with his prospect, leading him 

gradually, tactfully, through 
certain definite processes up to 
the actual signing of the order. 
Every sentence and 
paragraph that goes 

é into your letter should 
have a reason for be- 

ing there. The sole 

aim of a letter is to 

get action, and non- 

essentials simply de- 

tract from its 

directness. 

The good let- 

ter writer has 

a definite end 

in mind, and he goes 
straight to it. Go about 

¥ the writing of a letter as 
you would the prepara- 








"Tis having the 
knack to present 
a fact with a sell- 
ing smack and a 
telling tact.” 
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tion of an important speech. There 
are a thousand things you might 
say, but only a few, perhaps ten, 
are vital. Think of as many as you 
can to begin with, then sift them 
to the few. Confine yourself. to 
those points and drive them home, 
knowing the effect that each should 
have in its relation to the end you want to reach. 


The good sales letter proceeds through cer- 
tain steps, which are based logically upon prin- 
ciples of salesmanship. It contains: (a) the 
opening, which wins the reader’s attention and 
interest, and prompts him to go farther into 
the letter; (b) description and explanation, 

which increases his interest by 

picturing the proposition in his 

mind; (c) proof, which con- 

f vinces the reader of the quality 

of the article you have to sell, 

and shows him how other 

men have profited by its 

use; (d) persuasion, which 

draws the reader to your 

way of thinking by show- 

ing the adaptation of the 

article to his needs; (e) in- 

ducement, which gives him 

a particular or extra reason 

for buying now; (f) the 

climax or clincher, which 

makes it easy for the reader 

to order, and prompts him 

to act at once. Take these 

elements up one by one, and compare them with 

cross-sections of a good salesman’s selling talk. 

You will be surprised to find how closely the 

parallelism follows and how simple a proposi- 

tion it is to write a good sales letter once you 

learn that it is merely a matter of talking to 
your man on paper. 


You must first get the attention of the reader. 
You can do this in a number of ways—by 
opening with a sentence or paragraph that 
arouses the curiosity, or by a striking statement 
that hits some one of his problems, difficulties 
or desires. This initial interest on the part of 
the man addressed is absolutely essential to the 
success of the letter. No matter how well your 
proposition may be stated in the body of the 
letter; or how strong your close, your efforts will 
be lost if the opening does not start the man 
reading. After the attention-winning opening, 
the good letter runs directly into the description 
and explanation. This part must be specific 
above all. Every salesman knows the value of 
the actual demonstration—of having his goods 
on the ground, so that the prospect can see and 
feel and understand. As a letter writer, you 
cannot show your goods; you must depend on 
description. Give your man a definite idea of 
what you have to offer. Picture the article, its 


(Continued on page 24) 
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Good Progress in Business Recovery 


Swings to Prosperity 


ECOVERY from the Dr. C. W. Phelps, Pro- essary factor which must be present if there is 
present depression fessor of Economics at %°!ng to be any development. 


h vedest , 
fairly a ad by fall University of Chatta- Depression on Substantial Basis 


Dr. Clyde W. Phelps, "00ga@, addressed the ‘Business entered the present depression on 
head of the department N.R.C.A.Convention a more substantial basis than ever before and 





of economics of the Uni- in optimistic vein. 
versity of Chattanooga, 

Chattanooga, Tenn., declared at the opening of 
the convention of the National Retail Credit 
Association. 

The Credit Man and the Business Cycle 

Dr. Phelps discussed ‘“‘The Credit Man and 
the Business Cycle.’’ He analyzed the present 
period through which business is passing, set- 
ting forth the causes and the factors which are 
at work to cause the pendulum to swing in the 
opposite direction toward prosperity. 

A business crisis which brings about depres- 
sion, according to Dr. Phelps, results from in- 
flation and maladjustment of business and in- 
dustry. He pointed out that up to July 1, 
1929, there had been inflation in open credits, 
installment buying, real estate and the stock 
market. By maladjustment in industry, he 
explained that too great a quantity of certain 
goods had been produced and too small a 
quantity of others had been put on the market, 
with the result there has been an inharmonious 
balance which has worked to the detriment of 
all industry. 


Deflating Since 
July, 1929 


“We have been de- 
flating since July, 
1929," Dr. Phelps 
said, ‘‘when business 
reached its cyclical 
peak. Since that time 
business has steadily 
declined, with a cor- 
responding drop in 
prices. Business ap- 
pears to have hit its 
low point in Decem- 
ber, 1930, or Jan- 
uary, 1931. Since 
that time it has come 
up, only to fall back 
and come up again. 
Aside from the sea- 
sonal period of more 
or less stagnation, it 
seems now to be on 
the ascendency. 


‘‘Another favor- 
able factor is the presence of cheap money and 
credit. This makes a substantial basis for lend- 
ing to those who have the facilities for borrow- 
ing and expanding. While it does not follow 
that cheap money will be followed by a period 
of active borrowing and expansion, it is a nec- 
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consequently was in a better position to with- 
stand a hard blow. However, what is now 
needed is a revival of a spirit of confidence upon 
the part of business leaders. They can get all 
the money they want at an extremely low rate 
of interest, yet they lack the faith to go ahead 
at the present time.” 

“What would help more than anything 
else,’ he said, ‘‘is the development of an industry 
which would capture the fancy and imagination 
of the public such as the automobile did and 
cause the public to buy. We need to invent 
something that will bring about such a revolu- 
tion in consumption. Whenever that is done, 
the depression will leave more rapidly than it 
descended. 

Gains Month by Month 


“The recovery should be getting well under 
way between now and 
the first of the year, 


“What is now needed 
is a revival of a spirit of 
confidence upon the 
part of business 


particularly by fall. 
It will beslow. There 
will not be an im- 
mediate revival of the 





Dr. C. W. Phelps 


prosperity of 1928, 
but business will be 
better month by 
month than it has 
been in the last year.” 

Dr. Phelps said the 
credit men themselves 
must share a part of 
the blame for the de- 
pression. He declared 
that too large a part 
of the country’s credit 
power lies in the 
hands of men who 
are not scientifically 
versed in the princi- 
ples of credit proced- 
ure and lack knowl- 
edge of the funda- 
mentals of economics 
and the economics of 
business cycles. 

Although Dr. 
Phelps did not pull 
his punches, he found 
that his audience was 
quite willing and 
able to absorb all the 
punishment that he dealt out. His talk aroused 
so much interest that it will be printed verbatim 
in a forthcoming issue of THE CREDIT WORLD 
so that those who were unable to attend the 
convention may read his timely estimate of the 
credit man’s relation to ever-changing business 
cycles. 


leaders. 

















Credit is Like « Drug 


By THEODORE S. OWEN 


REDIT, like a drug, in the 
C hands of those who do not 
understand its true defini- 
tion, its principles and benefits as 
well as its dangers can and will 
work havoc, so it becomes the 
peculiar property of the credit ex- 
ecutive particularly to see to it that 
he or she thoroughly understands its principles 
and is truly conversant with its true meaning. 
When you take up the matter of credit for 
thought, you select a theme so big and so broad, 
covering as it does almost every scheme of busi- 
ness life, that you can only hope—in one eve- 
ning—to touch upon it in a general way. 

But when you take up the matter of credit as 
a means of livelihood, the responsibility for its 
enactment for good rests primarily with control 
at its source—meaning you—<redit men and 
credit women, and only as you know and un- 
derstand its verity will you have safety. 

For truly credit, among its many other at- 
tributes, boasts of being a genuine boomerang, 
and every credit grantor likes to recognize his 
brain-child when it again seeks the shelter of the 
credit grantor’s abode. We are loathe to admit, 
because of our inability or unwillingness to 
recognize our offspring in the nature of a bad 
debt, that we fostered, nurtured and sent forth 
into the world such a grotesque animal. 

Much of our trouble ensues from an incorrect 
perspective of the scope of our subject due to 
our ignorance of the relative position of creditor 
and debtor and our inability not only to discern 
the fundamental elements surrounding an appli- 
cant, but to know what to do with them after 
we unmasked them and then have the courage of 
our convictions to act on their dictates. 

It is to be hoped that the equations I shall set 
forth later on in our talk will have a tendency 
to retard that human propensity to which none 
is immune of making the wish father to the 
thought. 

Now let us see if we can arrive at a definition 
of credit comprehensive enough to withstand 
any attack. 

Credit means more by far than the paying 
habits of an individual, but strange as it may 
seem, yet none the less certain it is, that 99 per 
cent of all persons, barring those directly and 
indirectly engaged in credit work or with a 
knowledge of credit principles (and surprising 
to say that even in the profession itself) for 
have we not often heard ‘‘never mind the report, 
how does he pay”’ are there those who constantly 
and erroneously mistake the limb for the trunk 
of the tree; consider but a branch of the subject 
and think it is the subject itself. 


A discourse on paying habits is the predomi- 
nating theme, as if this phase of the subject 
embodied the entire matter of credit and beyond 
which it is useless to go. 

This unfortunate condition arises not from 
ignorance so much as it does from the lack of 


In the hands of those who 
understand it—Credit can 
be a great benefit—in the 
hands of those who do 
not understand it—Credit 
can work havoc. 








knowledge of the meaning of the 
work itself and how that meaning 
is applied to present day credit 
transactions. So permit me to 
introduce you to the Latin verb 
credo, meaning—lI _believe—lI 
trust—and from which this word 
credit has been derived, but let me 
warn you that with this idea of belief and trust 
in your mind, credit is not synonymous with 
confidence, but simply indicates that confidence 
is essential as a basis for a credit system or credit 
transaction. From this line of reasoning we see 
credit as an instrument, a power (as I shall im- 
mediately explain), and confidence as its off- 
spring. Since credit includes, directly or by 
implication, the two important characteristics, 
confidence and futurity, we may with few excep- 
tions divide our subject into two classes, depend- 
ing upon whether we view credit as an executed 
act resulting in a right to receive and demand 
payment, or as a power both realized and 
potential. 

The former is a legalistic conception, accord- 
ing to which credit is conceived of as the other 
side of debt—t is a right to receive and demand 
payment, while a debt constitutes an obligation 
to make payment. 

Although correct when viewed from the 
standpoint of the creditors, this conception re- 
veals the truth but partially, for according to 
this definition, credit does not exist until mer- 
chandise has been transferred, or services ren- 
dered and the debt created. It follows, there- 
fore, that the credit of an individual or firm 
would always equal the amount of indebtedness 
actually incurred and that expressions such as 
‘‘a person’s credit is good or unlimited,’’ would 
be improper when as a matter of fact, little or 
no credit has been utilized as yet. 

Aside from merely mentioning the improper 
use of these terms respecting an individual or 
firm's credit, We will say no more about it for 
I realize that such restriction in usage of the 
term, a person’s credit is good runs against the 
current of simple business parlance and makes 
it uncomfortable to sustain. 

Therefore, it appears more reasonable to think 
of credit as a power, and with this thought in 
mind the atmosphere is cleared immediately, so 
we may now think of credit as the power to 
secure economic goods or services in return for a 
promised equivalent payable at a future time. 

Our field of vision is also broadened under 
this definition, so that we may view credit as 
something potential or realized, that part which 
has been used, becoming a debt, while the un- 
utilized portion constituting the residue of 
power up to the limit which is placed upon it by 
creditors. 

We see from this line of thought that credit 
power is vested in the buyer rather than the 
seller, definitely establishing the relative posi- 
tions of creditor and debtor, so that it is no 
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longer correct for a seller of goods to state, we 
give or do not give credit as the case may be. 

Again am I forced to admit that this idea 
runs contrary-wise to the general conception of 
the relationship of creditor and debtor, so in 
order to avoid confusion and yet remain faithful 
to the true text of the subject, the only practical 
reconciliation of the common usage with the 
definition as stated is by thinking of the seller 
as granting the buyer permisison to use his pur- 
chasing power as represented by his ability and 
willingness to pay at a future time. 

Our definition has given us a fairly good start 
and to those who accept this conception an en- 
tirely different viewpoint results. Under this 
idea, you cease to be mere authorizing clerks 
subject to the call and demand of every pur- 
chaser, or a slave to a weak, unsound credit 
policy, but rather elevate yourself from an in- 
consequential line of work to that of a profes- 
sion. 

Under our definition your relationship with 
your debtor has been so altered that it at once 
sets you apart and gives to you the attributes 
of a judge and doctor rolled into one. 

For notice you have been importuned to 
abolish the idea that you give to an applicant 
anything of a tangible nature; 
for the granting of permission 


and built up confidence, which breeds good-will 
and without which no merchant can hope to 
succeed. 

While at all times you, as credit men and 
credit women, must remain and maintain 
serenity and calmness, not permitting a sacri- 
fice of safety for volume, especially during a 
business depression and hard collections, you 
must know of a certainty when to extend your 
field and when to draw in. 

A knowledge of the characteristic elements, 
by which we judge and are judged, for note you 
they are present in every risk, sometimes even 
more so, by the conspicuousness of their absence, 
is not alone sufficient. We should ascertain 
through diligent investigation, by an assimila- 
tion of all the facts or as many as we can get, 
the general business condition as a whole and 
using this as a barometer determine through 
what cycle we are passing or about to enter. 

You will find this knowledge coupled with 
your elements equations extremely helpful, not 
only in passing upon a risk, but also in the 
continued use of the credit power by that risk. 
In this connection, in so far as_ business 
cycles are concerned, there is no intention or 
belief on my part that the several stages of the 

trade cycle can be sharply sepa- 





rated. Instead it is more truly 











to an individual to exercise a 
right is not tangible, even when 


the case that they blend into one 
another, and at times as is the 


the right is exercised. The only 
thing tangible about the trans- 
action lies in the merchandise 
purchased or services rendered 
and the payment of the debt. 
And hence it is up to you not 
only to make the law, accept- 
ing or rejecting the power of a 
risk, but also to state the law 
by determining to what degree 
the power is present, in what 
manner it may be used and to 
what extent. When one or all 
of the precepts are broken, you 
stand in the role of a judge to 
council, admonish or punish as 
the case may be. 

In your experience as a credit 
executive many a sick debtor 
will come to you for help. If 
you have allowed your reason 
to have become warped, have 
grown calloused and in general, 
unbalanced, due to the fluctua- 
tions and apparent insincerity of 
the morals of society at large, 
you are not going to be in a 
position to correctly diagnose 
your case at hand, but will 
rather jump at an untrue con- 
clusion. 

It behooves us, therefore, to 
maintain an even keel, difficult, 


1. Character plus capacity 
plus capital is the ideal equa- 
tion and equals safety in credit. 

2. Character plus capacity 
plus insufficient capital equals 
fair credit risk. 

3. Character plus capital 
plus insufficient capacity equals 
fair credit risk. 

4. Capacity plus capital plus 
impaired character equals 
doubtful credit risk. 

5. Character plus capacity 
minus capital equals limited or 
doubtful success. 

6. Capacity plus capital 
minus character equals danger- 
ous risk. 

7. Character plus capital 
minus capacity equals inferior 
or even dangerous credit risk. 

8. Capital minus character 
minus capacity equals dis- 
tinctly poor credit risk. 

9. Character minus capacity 
minus capital equals inferior 
credit risk. 

10. And capacity minus 
character minus capital equals 
fraudulent credit risk. 














case at the moment, conditions 
attributed to one stage may ap- 
pear early in the following stage. 

Certain it is, however, that 
the stage of violent liquidation 
has passed, even though we may 
yet see a reaction and what we 
are really at the end of the first 
period and are entering the 
second. 

Heavy liquidation, curtail- 
ment of production, cancella- 
tion of future contracts, dis- 
charge and part time, unusually 
low interest rates and many 
other signs pertinent to the first 
period are actually on the wane. 

There is a subtle, but none 
the less real feeling that confi- 
dence is reviving, which after all 
is the basis of credit. 

Contracts are being placed at 
low prices and to those who 
have not foolishly merchandised 
downward to overcome de- 
creased sales, a bright and profit- 
able future will be theirs. Un- 
employment is disappearing, 
slowly perhaps, but disappear- 
ing nevertheless and capital is 
accumulating. Stock and bond 
prices are rising, interest rates 
fairly staple though a trifle be- 





at times, in the face of losses, and to endeavor 
to separate the truly ill from the fake. 

Thus in our role of doctor, we can accurately 
prescribe a remedy, save perhaps an unnecessary, 
and certainly always a disastrous bankruptcy 
proceeding in so far as the creditor is concerned 
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low normal, the general public skeptical as to 
the permanency of the improvement, which is 
as it should be. 
As pointed out, business is dynamic and not 
static. The oscillating movement of business 
(Continued on page 27) 
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There is a Psychology of Collection 


By CLYDE R. DAVIS 


SYCHOLOGY has been defined by Mr. 

Pillsbury, one of the leading authorities, as 

being the ‘Science of Behavior."” The true 
purpose of the study is to get at the cause and 
effect of human acts, both individually and 













three branches are inseparable in a successful in- 


stallment business, as well as any other 
establishment extending credit, yet the 
science of each is distinctly separate. 
Until very recently the business 
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science or psychology 
of salesmanship and adver- 
tising is a principal course in 
the curriculum of the school of 
business. The result of such study is 
too well known to discuss at present. 

And, with the lapse of the last decade, still an- 
other branch of business psychology has come 


before the eyes of the business 
world—that of collections. The 
vast extension of retail credit has 
brought a great need of its assist- 
ance in solving the acute problems 
in which credit houses are finding 
themselves. 

Just as true as there is a psychology of sales- 
manship and advertising, is there a psychology 
of collections, and the study is just as deserving 
and difficult. Just as important is it to have 
a collection manager with a thorough knowl- 
edge of the science as applied to collections, as it 
is to have an advertising and sales manager who 
is capable of applying the practical phase of 
their particular science. 

There are distinctively three branches of busi- 
ness psychology—salesmanship, advertising and 
collection. The two former branches have been 
recognized and efforts have been made to put the 
two departments on a scientific basis, directed 
by a man possessing a sufficient knowledge of 
the successes and failures. Equally important 
is it to place the other on such a plane. The 


Just as there is a psycho- 
logy of salesmanship and 
advertising there is a 
psychology of collection. 


lection department, getting its very life from 
a thorough knowledge of the fundamental 
instincts of man. 

In order to obtain the desired results, a 
knowledge of a man as a debtor must be known. 
Man as a debtor is not the same man psycholog- 
ically speaking as he is in any other position. 
In this position he is prompted to display the 
more primitive instincts—those of 
a more harsh nature. It is easier 
NOT TO PAY than it is TO 
PAY, and true it is that a large 
percentage of credit purchasers 
have over-bought, not being able 
to meet all their bills and still en- 
joy life to the full. A debtor's inward self looks 
for an excuse not to pay, and if the collection de- 
partment is so incompetent as to permit him to 
suppress the natural moral obligation within 
himself, it has created a problem, and too many 
such problems mean too many profit and loss 
accounts. 

Abraham Lincoln once said: ““A pound of 
honey will catch more flies than a gallon of 
gall,’ and the same thing applies to men. The 
word ‘“‘hard-boiled’’ can easily be put in the 
place of ‘‘gall,’’ and we have a very good maxim 
for the collection department, not forgetting 
that you can also have too much honey. 

Somewhere between the “‘honey and gall” 
lies a happy medium that, if recognized and put 
into practice, will increase and hold the per- 
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centage of collections. That happy medium, 
I think, is made up of -courteous, truthful, 
fearless and conscientious tactics from the first 
introduction to the collection department until 
the account is liquidated, reinforced in each 
and every intercourse with the debtor with 
sufficient gravity to demand respect and regu- 
lar payments. If this is done, and all things 
being equal, from the vast majority you 
will secure regular payments and resell again 
and again. 

Both experience and observation have taught 
me that a great many houses doing a credit busi- 
ness are blinded to collection as against sales. 
The sales desire is so great that it indirectly 
suppresses the collection department. Salesmen 
are salesmen; that’s all. They know nothing 
about effecting a collection. If they 


did, they would be above the The profit and loss file 
will be greatly decreased 
when the collection 


manager understands the of this must be known by the col- 
psychology of the debtor. 


average, or else would not be sales- 
men. If they are good salesmen, 
they know how to solve sales re- 
sistance, but the tactics used in 
making a sale cannot be used to 
effect a collection. The customer 
is altogether a different man after the sale is 
made. While making the sale, you are giving 
him the opportunity of getting what he wants 
without immediate money—after it is made 

and he has the merchandise, you then begin 
asking him for what he most dearly wants 
(money). The salesman knows only the 







ping of the water wears the stone away.” The 
problem to be solved is to secure prompt pay- 
ments and yet retain the respect of the customer 
as near one hundred percent as is possible. This 
problem can only be profitably solved by a man 
with a thorough psychological knowledge of a 
man as a debtor. It is a science separate and apart. 

Public opinion has a great effect on the actions 
of man. It has a great power in suppressing or 
releasing certain actions in view of society. 
There has been a radical change (due to public 
opinion) in the attitude of man as a debtor in 
the last decade. No one will deny that a few 
years back society looked with scorn on the per- 
son receiving bills—or duns—and the thought 
of a collector was hortifying. Men were 
prompted to pay more attention to their bills. 
Also, it seems that the realization 
of the obligation was more promi- 
nent. The causes of such a change 
can only be theoretical, although 
the result can be easily seen. All 


lection manager if he is to be a 
success. It is very easy to find col- 
lection departments employing a collection 
policy that was dead ten years ago, and in busi- 
ness houses that think they are progressive. 
True, they may be in every other de- 
partment. The process of getting 
man to react as a debtor is 
changing the same as is the 
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mental instincts 
of man that prompt 
him to do only for him- 
self, regardless of his fellow- 
men, are the greater natural 
forces. Then, if this is true, isn’t 
it reasonable to believe that fewer men 

will become slow and obstinate toward their 
bills, if there is a continual, repeated and ever- 
lasting means of calling their attention to the 
obligations, through fear of something that out- 
weighs their desire not to pay? ‘‘Constant drip- 
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_headed by a man possess- 
ing all the qualities of a 
O progressive man, brimming 

May“, over with a thorough knowl- 
(m, % edge of a man as a debtor— 


“of, Y knowing what he will do in a 
fing SY given circumstance, the nature and 


th degree of stimuli to employ and 
7 when to employ it, yet retain his 
Um, respect and confidence. This is a 


ep greater problem than presently realized, 

2 . and takes a bigger man than thought 
* > 

ty °K  POy, rey for to solve it. 

7 te debtor to voluntarily pay you or for some 


If you wait for the 


$25-a-week man to liquidate, yet resell, you 
will still be waiting when the receiver in 
bankruptcy has charge of your store. 


When the credit business heads learn that it 
takes a man with an instinctive psychological 
knowledge of a man as a debtor and not as a 
buyer, to effect collections, they will find that 
their profit and loss file will be greatly decreased. 
The cash turnover will be greater and faster. 
Their sales will increase, because of resell busi- 
ness and the stockholders will also be satisfied 
and surprised when dividends are declared. 
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AF ollow-up System for 


By CHARLES L. TUMASEL' 


charge accounts, I have devised and used a 

follow-up system that I have found quite 
effective. For every charge account there are 
retained cards size 8x5 inches in another file 
separate from the accounts. Each card contains 
the following data: At the top of the card is 
printed in black the numerals 1, 2, 3, up to 31, 
inclusively. On the line below, printed in red, 
is this data: 1, 1, 2, 3 Closed, Trace, Credit 
Balance, Collection Agency, Attorney. In this 
second line, and still printed in red, is Tel under 
the second numeral 1, and under Closed are the 
numerals 1, 2, 3, under Collection Agency are 
the numerals 1, 2, 3, and under Attorney are 
the numerals 1, 2, 3. 

On the line below these items are printed in 
black the words: Name, Address, Telephones. 
Then underneath, the card is divided into verti- 
cal, parallel lines sectioning the card into eight 
divisions. At every second division is a darker 
line. 


Ts CONTROL each step in the collection of 


Signal Tabs Show Condition of Account 


We now employ the signal system of tabs 
in conjunction with these cards: 1-31 is the 
follow-up date according to the number on 
which the signal is placed. If the tab is on 12, 
then the follow-up date is the twelfth of the 
month. If there is a green signal on the follow- 
up date, then it signifies that the customer is 
to be telephoned if the obligation has not been 
handled by that time. If the orange signal is 
employed, then the firm’s Collector A is to be 
followed up to ascertain how he progressed with 
collection. If the yellow signal is used, it indi- 
cates that the firm's Collector B has the case 





Collecting Accounts 


and is to be followed up to ascertain how he has 
progressed. The blue signal is for correspond- 
ence to be followed up. 

On the second line, which is printed in red, 
the red signal tab is used and no other kind. If 
the red signal is on the first number 1 of that 
line, then the ledger sheet is to be examined 
the current month and in the first vertical col- 
umn one designates the type of form letter to 
be sent the customer. When this is done, the 
date is entered in the second column. The third, 
fourth, etc., divisions are used similarly, merely 
being there for continuance of steps in collection 
of past, present or future transactions with the 
particular customer whose name, address and 
home and business telephones are on the third 
line of the card. 


Signals Show When to Telephone 


Let us return to the second line printed in 
red: The second number 1, if bearing the red 
signal, means the customer is to be telephoned. 
If the red signal is on 2, then the customer's 
account is to be inspected one month hence. 
If the red signal is on 3, then the account is 
to be inspected two months hence. If the ac- 
count is paid, then the red tab is placed on 
‘“closed’’ over number 3, meaning the account 
is paid and is to be inspected two months later. 
When two months later arrives and if the cus 


A model Credit Bureau 
e was established at the 
Convention in the 
Hotel Jefferson, St. Louis. 
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tomer has not made further purchases, then the 
ledger sheet is to be ‘‘pulled,’’ possibly the cus- 
tomer to be written with a view to sales promo- 
tion. However, if the customer bought in those 
intervening two months and paid again, then 
the red tab is moved to 1 under Closed, meaning 
to be examined two months after the 3 under 
Closed had been inspected, and so on with 2 
under Closed when that applies. 

If the red signal tab is over Credit Balance, 
then it means that there is a credit balance to be 
investigated and tickets to be pulled, etc., to 
ascertain whether in error this particular account 
had received a posting that belongs to someone 
else. 

The numerals 1, 2, 3, under Collection 
Agency are there for the same treatment as the 
1, 2, 3 under Closed, except that in the former 
case it means the account is in the hands of a 
collection agency and one is to follow up the 
agency for report of progress in collecting, etc. 
The same applies to the 1, 2, 3 under Attorney 
for securing report of progress in due course 
from the attorney, etc. 

There is only one alphabet to this card ar- 
rangement and it is minutely subdivided with 
aluminum indexes: 

Let us test this system: 

Each signal tab that pertains to 1, 1, 2, 3, 
Trace, etc., is perfectly aligned in the file and 
one handles that particular section in which 
interested as determined by the line-up of the 
tabs, and ignores the other divisions. If the 
assistant is working the second number 1, which 
has a red tab, he knows that a telephone call has 
to be made; if the first telephone call is to be 


Everybody performed ac- 
cording to Hoyle. Too bad 
it could only stay in busi- 
ness for a couple of hours. 





Le 


followed up at a certain date, the red tab stays 
in the same place, but a green tab is placed over 
that number of date in the first line of 1-31 
for the date another phone call is to be made to 
the customer. 

If one is ready to trace the missing debtor, 
then one merely looks for the alignment of red 
signals over the section marked Trace. 


Columns Show What Work Has Been Done 


Suppose someone wishes to know what has 
been done about any particular account, like 
Mrs. Mary Jones. Merely turn to Mrs. Mary 
Jones’ card, see where the tab is, and read the 
columns. The columns will show everything 
that has been done to date and the tab shows 
what is to be done. 

With this system, one immediately knows 
the status of the account without applying to 
the correspondence file to read letters, etc., and 
when a certain action against the debtor has 
been threatened for a specific date, that action 
can occur and not lose its effectiveness because, 
as under other systems, one has not reached the 
item at the time desired. Furthermore, there 
is the avoidance of much duplication of effort, 
as well as saving of much time and effort, for 
only the accounts that have to be inspected are 
examined, rather than a continued inspection of 
accounts that have been paid, not yet due, etc. 


Accurate Record of Correspondence 


If special correspondence instead of the usual 
form letter has been written regarding any 
charge account, then the vertical column will 
contain the word ‘‘Corres,”’ the next column 
the date stamped when the correspondence was 
sent, as well as the date of follow-up. For 


instance, the follow-up is Aug. 2; so, on the top 


line, over the numeral 2, the blue signal will be 
placed and the carbon copy of the special letter 


(Continued on page 27) 
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LOWELL THOMAS 


@ « Broadcasting @ ¢ 


LITERARY DIGEST HOUR 


Lowell Thomas honored the N. R. C. A. Convention 
by broadcasting a message sent to him giving the high- 
lights of the Business Survey. The message that was 
received via KWK of St. Louis over N. B. C. chain 
was heard as follows, by all of those in attendance at 
the Banquet on Thursday Evening, June 18th, as well as 
thousands of absent members all over the United States. 


tion got under way today. I have a dispatch here which states that over a thou- 

sand credit men from all over the country are in session. “That convention 
includes big, open-hearted, generous credit men from Maine, from Alabama and from 
California; credit men from Kalamazoo, Pottsville and Bellows Falls. 


M Fon cot in St. Louis, a big gathering of the National Retail Credit Associa- 


Well, I can use a little credit myself—right now. 


The National Retail Credit Association has conducted a survey of business con- 
ditions. Approximately 180,000 retail merchants were consulted. Reports have been 
received from Canada, Mexico, Europe and the Orient. 


The survey shows that retail sales are holding up all over, and in many places 
are increasing. And that’s good news straight from St. Louis. 


Collections have been improving—yes, collections—you know, when the bill col- 
lector comes around. Our old pal. They have some mighty efficient collectors in this 
country, especially up in Duchess County, N. Y., where I live. Anyway, all over the 
country the boys have been paying up in fine style. In fact, the National Credit Men’s 
survey shows that we're all eager for the first of the month to come around. How’s 
that for a tall story? 


That survey also covers agriculture. It tells us that especially good prospects are 
shown by tobacco, fruit and berries; with emphasis on the berries. In other words, 
we are about ready to give Old Man Depression the razzberries, and a swift kick. 


We are also informed that good rains have stimulated grazing and livestock, 
meaning, I suppose, that the livestock are grazing with a heartier appetite than ever. I 
myself can report that the cows up on my farm are showing an excellent appetite and 
are eating their heads off as usual. However, that doesn’t keep me from being all 
pepped up by that meeting of the credit men in St. Louis. I wish them all the success 
in the world, and here’s hoping they keep right on giving more and more credit. 
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NATIONAL RETAIL CREDIT 


TELEGRAPHIC SURVEY of 
BUSINESS CONDITIONS 


Conducted for the 


19th Annual Convention of the N. R. C. A. 
ST. LOUIS « JUNE, 1931 


¢@ ¢ 


HE National Retail Credit Association has a dual purpose in presenting its first 

telegraphic survey of current business conditions to members at the 19th annual 

convention: First, as a trial to judge how effectively such information might be ob- 
tained and how it would be received from the many hundred co-operating local 
bureaus. Then, second, to reveal to members of the association results for purposes 
of example. The Public Relations Department offers this survey to focus attention upon 
the convention and show how such information when extensively collected and aptly 
presented can be an aid to the control of credit. 


A very simple plan accomplished this purpose. Short but clear form requests 
were submitted to each of the 1200 local bureaus calling for their respective reports 
as of a certain date. Specified topics were stated for which local information from 
sources expected to be reliable were sought. This data when it was received from nearly 
all of the local bureaus either by telegraph or telegraphic form, furnished the source 
from which this study was conducted. 


The results of this survey speak for themselves. Obviously, this was more than 
mere innovation for the press of the country has heralded this new and intimate out- 
look on retail business as one which has not ignored the far corners of the nation. It 
is quite likely that this study has provided the best cross section of business which 
has been obtainable. It has certainly tapped every known source of information from 
which to draw the facts for thousands of queries have been placed and answered 
before many of the local bureaus have obtained sufficient data with which to render the 
reports their respective territories subsequently furnished. 


If facts are the stones on which true business enterprise is solidly built, then 
these obtained from the survey are basic and absolute. There has been no attempt to 
accent certain factors at the expense of truthful conditions. With this study it is possi- 
ble to make comparisons between different sections of the country. 


The six maps which are reproduced on the following pages represent each phase 
of the economic investigation made and carry some explanatory foot notes relating to 
the results. 
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Certain trade areas reported good sales equal to or slightly more than the volume for last year. Many of the larger 
commercial centers have enjoyed fair business while lesser portions of the country have signified conditions as poor. 
Individual reports gave retailing a rating ranging between 50 and 105 per cent of last year; but the national average 
is 85 per cent, or 15 per cent below normal. 





| RETAIL CREDIT 

















LEGEND 


6000 





FAIR 


POOR 





NATIONAL RETAIL CREDIT SUPYEY 























Marked increase in the demand for credit has been recorded in most trade centers. Where cautious extensions have 
been in force, the volume has fallen below that for last year. Other areas have found gains. In those regions 


where industrial activity has been at low ebb, credit volume has shown little change for the better. 
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Collections throughout the country have, except for spots, shown only fair success. Poor results have almost 
invariably accompanied factory idleness. In those regions where good collections have been reported, explanation 
showed that rigid policies of risk investigation and prompt supervision were responsible. Some bureaus have 
reported that old accounts are gradually being liquidated. 
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Unemployed have congregated largely in the metropolitan centers and these cities have not been able to put men 
Clerical lines have been over-saturated. Agricultural areas sh 


into jobs. 
surplus labor, but that can only be on a short-time basis. 


ow promise of absorbing some of the 
Waterways and road building projects have reported 


some success in placing men. Diversified towns distant from large centers of population have appeared to make 


the best progress in handling their unemployed situation. 
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A bright picture has been reported indicating that bountiful yields are in store, good grazing and increased herds 
of livestock are expected. Fruits and berries have been abundant and have found a willing market. Truck farm- 
ing close to large cities has opened up a good cash market for fresh produce. . The question of expected price 
for farm commodities is holding the farmer’s interest and will determine his income at harvest. 
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This has been the most difficult to appraise but the map pictures those prominent conditions reflected by the 
telegraphic advices. Good reports have come from isolated areas and conflicting information from others 
near by. The manufacturing regions have not averaged very well. Parts of the country have been assigned as 
fair. The dots appearing on the map indicate the important key reporting points. 
The Association is indebted to the many bureau officials who gave their 
time to make this trial study. Aknowledgment is also made to Horace W. 


Pote of St. Louis, the research economist, who handled the survey and 
besides supervising the preparation of the maps gave helpful counsel. 
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Nationwide Survey 


of Business Conditions 
(Continued from page 4) 


a pleasing note towards general recovery. Poul- 
try and tobacco are adding to the farm income. 
The textile industry is giving the best boost 
to general business in this district. 


In the Great Lakes district retail sales is off 
about 25 per cent with more restriction for 
credits and some slowness in collections. No 
anxiety, however, is expressed at the latter fact. 
Railways in their uncertain position at present 
are contributing to the question of more unem- 
ployment. Some of the stabilized industries 
are putting in full time. Transient labor in 
large cities still herds about aimlessly. 


Fruit prospects are giving a cheerful note to 
the farm situation. Crop yields are said to be 
certain to be abundant, but price is unknown, 
which will be the determining factor for any 
net income to the farmer. 


General business shows little change either 
way. 


The Central states show retail business to be 
approximately 20 per cent from normal and 
without the same stringent credit control in 
force elsewhere. Collections have been fair and 
in keeping with progress during last year. 


Employment is improving, but by no means 
relieved, for the cities have an influx of idle 
labor that cannot be thrust into jobs. The farm 
outlook is promising, but some: apprehension 
is expressed about prices when it comes time to 
sell crops and products ready for the market. 


General business while at a lower ebb than 
last year, is gradually climbing upward. 


Conditions in the Southern states reveal that 
the retail volume of business has increased’ in 
some quarters but averages slightly below that 
for last year. No apparent change has occurred 
in credit sales or in collections. 


Part-time operation in some of the industries 
has eased the employment situation. Govern- 
ment projects along waterways have provided 
outlets for willing labor. 


The agriculture outlook is good and the farm 
folk are reasonably optimistic. This winter 
the farmer will be certain to eat. 


Bank liquidations have hurt business in some 
localities, but other influences have nullified this 
to some degree. Public construction is adding 
momentum to improved conditions. Quarrying 
has been active and textiles are busy. 


In the Northern states retail volume has been 
almost within reach of progress of last year. 
Department stores have reported only a 4 per 
cent difference. Credit sales have tightened, but 
with careful supervision that will assure good 
collection for the near future. Little change 
is reported for collections for past accounts. 


Building trades again seem to add most of 
the totals in the unemployment column, while 
other industries appear to be about normal for 
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their respective production. Except for the Da- 
kotas, the farm outlook is bright and the farmer 
more reconciled to his job. 


Highway contracts have added to that type 
of construction. Lumbering is weak with build- 
ing at a standstill. Bank difficulties have mud- 
dled things, but the situation is clearing. Deter- 
minatian to work out of the situation is the key- 
note of all activities. 


The Southwest shows a better gain in retail 
volume with greater demand for credit of a 
higher quality. Collections are improving at a 
favorable rate. The off and gas business has 
the laws of supply and demand mixed and the 
lack of desired profit puts things at a deadlock. 
There is a noticeable surplus of clerical help 
that is waiting for jobs, but skilled labor seems 


busy. There is no building in sight in terms 
of volume. 


As just compensation for last year this year 
has excellent prospects for good crop yields. 
Good grazing is assured with ample rainfall and 
livestock is making good progress. Cotton is 
off to a good start. Only the price market is 
causing anxiety for stability at harvest time. 

General business gives no immediate promise 
of pronounced movement. 

The Mountain states with less retailing vol- 
ume is finding business near to normal and 
showing a firmer rate of improvement. Credit 
sales have fallen away, but buying is firm for 
consumer goods. Liquidation of debts is aiding 
the collection situation which is slow in spots. 


Employment problems have been created by 
the influx of workers from crowded cities, but 
local workers out of a job have, for the most 


. part, been cared for and appear to be self-sus- 


taining. Farming is on the upgrade with the 
farmer watching the market reports for price 
changes which he hopes will swing upward. 


General business is very quiet because mining, 
a chief producer for the full dinner pail, is at 
a standstill due to low prices for refined metals. 
Some local railway construction is helping to 
keep labor earning and, perforce, spending. The 
oil market is stagnant. No construction in the 
general building field is apparent or promised. 
Tourist travel is off slightly. 


In the Pacific states district several localities 
of prominence have reported increased sales vol- 
umes for their retailing operations. The. aver- 
age, however, is below normal. Credits have 
tightened, but are certain and collections are 
improving with a pleasing promptness. 


While crops are offering an outlet to the 
unemployed there is a surplus that has not been 
put to work. This is true mostly in the larger 
communities. Farming seems brighter, but the 
price question remains unanswered. Fruits are 
about to have another good season. 


Coast shipping is adding to good business 
conditions and the larger cities are reaping most 
of the benefit of this activity. Trade gather- 
ings are boosting the spirit of good business and 
people are not depending too heavily upon sta- 
tistics. A firm belief that business is on the 
upgrade prevails. 
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Millions Saved In Large Department Stores 


Through Unified Collection Plan « 


crisis confronted the retail credit fraternity 

of this country. Millions of dollars were 
lost in the large department stores because they, 
at that time, were the pioneers of retail credit, 
realizing its tremendous importance in sales pro- 
motion work. Many things happened in those 
days. Salaries, which were at a peak in many 
instances, were sharply reduced. In some in- 
stances forces were cut in two, especially in 
many factories manufacturing war products. 
There seemed to be a general shifting around 
of positions, which started a tremendous trend 
of moving on the part of a great host of Ameri- 
can working people. The automobile furnished 
a quick means of transportation, and many of 
the large department stores discovered a great 
percentage of their charge-off list at the end of 
the year was scattered to the four corners of 
this country. Many of these people, of course, 
remembered their obligations as soon as they 
were established in a new location, but many 
did not, and then began the great problem of 
forcing collection from a distant point. In those 
days the credit rating bureaus, which are func- 
tioning in such a fine way at this time, were 
not nearly so well organized from a co-operative 
standpoint, and neither did they operate so ef- 
ficiently. The very few collection departments 
then organized were operating as individual 
units, so that they were not well known, neither 
did they think of the advantage of advertising 
themselves for the purpose of drawing business 
from other communities. 


A FEW years ago, at the close of the war, a 


It was only natural that in such times as 
these, when great losses were being sustained by 
the leading credit producers, that certain un- 
reliable, unscrupulous, as well as inefficient, fly- 
by-night collection mediums sprang up to prey 
upon the merchant and, through unheard-of 
promises, fake contracts, etc., induced them to 
turn over accounts for collection. Because of 
the unsatisfactory experience that most mer- 
chants had with this sort of a collection medium, 
unfavorable stigma crept into the collection field 
and merchants immediately became skeptical of 
all collection service. 


From dire necessity, therefore, it was only 
natural that they should try to develop within 
their own organization an efficient collection de- 
partment. ‘These departments served the larger 
stores well, because they were devoting their 
entire time and attention to the making of col- 
lections, and keeping in mind as well, the view- 
point of the store, that insofar as possible, the 
good-will of the customer must be maintained. 
The responsibility of these individual collection 
departments within the store organization has 
been growing from year to year for two reasons: 
First, because of the tremendous increase in the 
volume of credit business done by every depart- 
ment store that is at all aggressive, and second, 
because of the fact that collections are apparently 


By ROBERT R. SESLINE 


getting harder from year to year. The charge 
population seems to be on the move more now 
than ever before, and it is difficult to bring the 
necessary pressure to bear within the store or- 
ganization, to force the hardest collection with- 
out considerable danger of offending the general 
public. 


It is indeed surprising how the present na- 
tional crisis is being so quickly met from a collec- 
tion standpoint. For many months the collec- 
tion department committee, through the Na- 
tional office of St. Louis, worked diligently 
endeavoring to organize some sort of a collection 
program. Progress was very slow, and often 
times it appeared that the program might not 
succeed. In the meantime, however, several hun- 
dred credit rating bureaus throughout the coun- 
try sensed the emergency needs of an efficient 
collection department operating in conjunction 
with their bureau, and these organizations, ever 
on the alert for new ideas, systems, effective 
collection procedures, etc., have been gradually 
getting stronger and stronger. Collection prob- 
lems for the last eighteen months have held the 
interest of every convention of credit men, bu- 
reau secretaries, collection managers, and even 
the merchants themselves. 


It is not to be wondered that such remarkable 
results were obtained at the last convention of 
the National Retail Credit Association at To- 
ronto. The adoption of the rules and regula- 
tions submitted by the committee with minor 
changes, have given to this country the nucleus 
of one of the most needed organizations. It is 
estimated that ever since the Toronto conven- 
tion, many collection departments throughout 
the country, eligible to the National organiza- 
tion, have increased their efficiency 25 per cent. 
Those doing excellent work in the past have 
striven to increase their percentage of recovery 
by putting in even more forceful collection 
procedure. 


The tying-in of all of these collection depart- 
ments to a more unified program, and a better 
understanding of collection problems, is already 
meeting the dire need of credit men at the present 
time. Their progress and success will not only 
encourage the forming of hundreds of new col- 
lection departments wherever there is a bureau 
in operation today, but we predict in a very 
short time will smother out all the cheap and 
unreliable agencies that are not only absconding 
with the money of the smaller merchants, but 
occasionally ensnaring the larger stores in their 
fraud program. 


It occurs to us, therefore, that the large stores 
throughout the country, and especially the de- 
partment stores, should be greatly interested in 
the development of the most efficient collection 
department possible in each city of any im- 
portance. In fact, there can be no excuse for a 
city not having an up-to-date collection depart- 
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ment functioning under the new rules and regu- 
lations so recently put in. force. 


We find in many communities the large stores 
especially are still following their old habits 
of sending collections direct to a foreign collec- 
tion department rather than through their own 
local department. There is just as much evil 
in sending collections direct as there is in sending 
direct inquiries for credit rating. We believe that 
if your local office is not being operated ef- 
ficiently, it is your duty as a leading credit man 
of the community to see to it that such influence 
is brought to bear, and such changes made in 
the management and in the program of your 
collection department to make it wholly efficient 
and one with which you would be eager to place 
your accounts. Your interest in this advance- 
ment is only fair and just to the other credit 
men of the country. 


Certainly it is a fact that a well equipped, 
efficiently organized and operated collection de- 
partment will lessen the collection worries of 
many credit managers of large department stores. 
In fact, in many cases it is found that the highly 
efficient, wide-awake collection department, op- 
erating in conjunction with their local credit 
bureau, can handle the entire collection problems 
of the local department stores far more efficiently 
and at a noticeably less cost than can the de- 
partment store operate its own collection de- 
partment. 


During the last few months, we have experi- 
enced in our city the result of a tremendous 
influx of population. It has been our privilege 
to send, each month, from seventy-five to one 
hundred checks from our collection department, 
to as many cities scattered throughout the 
United States. Can you estimate the thousands 
of dollars which would have been lost should 
the bureau in Oklahoma City not be attempt- 
ing to operate a thoroughly efficient collection 
service? 


In spite of the fact that several hundred col- 
lection departments have already been enlisted 
in the new national collection program, there 
are hundreds of important localities throughout 
the country where the collection situation is not 
being satisfactorily met. It appears to us that 
millions of dollars will be saved in the depart- 
ment stores of this country alone if their whole- 
hearted co-operation, influence and prestige may 
be brought to bear (along with the bureaus and 
collection department managers) in an earnest 
endeavor to solidify a great national collection 
program. If this is done within the next three 
years, it will scarcely be possible for a debtor 
to leave any city and remove himself to any 
nook or corner of this country without our 
being able to reach him with an effective collec- 
tion procedure through our own local collection 
department. 


We Can End the Slump 


(Continued from page 5) 
hoping for better days, but devote their time to 
doing a good job within their own four walls. 
By so doing they will make a contribution to- 
wards efficient distribution—that is our job. 
By doing it well, we will have done our part 
towards ending the depression.” 


Restoration Would Be Retarded 


by Withholding Credit, said Sidney R. Baer 
following Mr. Mayfield. 


Although excess credit was largely responsible 
for the current business depression, restoration 
of prosperity would be retarded by the opposite 
extreme of withholding credit from sound risks, 
Sidney R. Baer, vice-president and treasurer of 
the Stix, Baer & Fuller Company, declared be- 
fore the convention of the National Retail Credit 
Association. 


“Reasonable credit must be extended to stim- 
ulate business,’ said Baer, ‘‘for prosperity 
cannot be restored without an increase in the 
purchasing power of the masses. 


‘The depression of 1920 taught us that over- 
stocking in order to anticipate consumption is 
dangerous. The depression of 1930 taught us 
that over-extension of credit is not sound, for it 
stimulates over-buying and over-optimism. I 
believe that 1931 will teach many of us that if 
we now go to the other extreme and because of 
excessive pessimism withhold credit to sound 
risks, progress will be impeded and business 


retarded.”’ 


Spending Beyond Income 


“Speaking generally,’’ he said, ‘‘everybody 
was buying and spending commensurate with 
their paper worth, but beyond their incomes. 
This was possible because of the use of credit. 
The bureau of foreign and domestic commerce, 
of the National Retail Credit Survey, indicates 
that the American people pay cash for only 58 
per cent of their retajl purchases, the balance 
being taken care of through credit. 


‘This unlimited measure of prosperity en- 
couraged dreams of easy money and soft living 
and the people of this country began to live to 
a very great extent on credit, consuming what 
they had not earned. Many banks over-loaned 
themselves and the use of excess credit made 
possible over-expansion in all lines of business 
activities. When the bubble, inflated by easy 
profits, burst in 1929, people lost lots of money 
and were no longer able to obtain the excess 
degree of credit rendered them before. Debts 
could not be paid and consumption decreased. 
Goods lay on the shelves of merchants, factories 
closed down, workers were discharged, railroads 
carried less and unemployment increased. To 
these influences also, in the present instance, last 
summer's drouth and the passage of a high tariff, 
which immediately cut off foreign demand for 
our goods, aggravated the situation. 
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Business Reading for Profit 


By ORDWAY TEAD 


SHREWD business man said 
Ae me at lunch recently, 

“The basic problem of 
business is to adjust the supply 
of goods to the demand.”” Then 
he went on to talk about “‘na- 
tional economic planning.’’ At present this 
phrase is on the tongue of every third man you 
meet. And it is rather vaguely and loosely used. 
But it has a big idea by the tail and the talk of 
the town lies that way. Witness the statesman- 
like document done as a supplement to the 
McGraw-Hill trade papers lately, entitled, “A 
Platform for American Business.”’ If you 
didn't get a copy you should send for one. For 
here is a real mind-stretcher and it gives you 
something definite to sink your teeth into when 
the word “‘planning”’ is used. 

* * * 


Up the same street is the discussion by Dean 
Donham of the Harvard Graduate School of 
Business Administration in his new book, 
“Business Adrift’’ (McGraw-Hill). This state- 
ment of an approach to national business plan- 
ning is one of the most provocative volumes to 
come my way in a long time. It is not so im- 
portant that you agree with all he says, as that 
you realize the urgency of the problems he is 
talking about. Depressions are terrific evils, 
but they do start people thinking with a de- 
gree of courage and insight that we don’t get 
so often in prosperous times. “This book has 
set by the ears everyone I’ve seen lately who has 
read it. 

* * * 

New York bankers are in a favorable position 
to see our business problems in the large. Lewis 
£. Pierson, chairman of the board of the Irv- 
ing Trust Company, recently said before the 
New York Export Managers’ Club, ‘In the 
earlier days competition was looked upon as the 
life of trade. We have found, however, that 
the spirit of co-operation comes much nearer 
being the true life of trade, and we have found, 
too, that the blind and frequently unfriendly 
competition of the past, after all, is only an un- 
fortunate relic . . . It would be safe to say that 
most of our overseas business difficulties have 
been the result of lack of understanding. So 
long as we insist upon carrying on our foreign 
transactions over or through a high wall we 
shall fail to do full justice to our own interests 
or those of the foreigner. It does not matter 
whether that wall represents an unreasonably 
rigid tariff barrier or a short-sighted or vacillat- 
ing credit policy. It must be removed if we 
are to get anything like best results.”’ 

If you want further factual support of these 
statements as they relate to the distribution of 
raw materials, I cannot recommend too highly 
the new book, “International Control of Raw 
Materials,’’ by Wallace and Edminster (Insti- 
tute of Economics). This is the first available, 
clear, simple and contemporary statement of the 


A digest of recent books 

and current magazine 

articles helpful to the 
credit man. 


problem of how each nation can 
assure itself access to the material 
it needs. Potash, rubber, coffee, 
are among the commodities 
specially studied. And the book 
has a forward-looking emphasis 
which leaves you with a sense of what the way 
out may be. 
* * * 

The chain store world comes in for an ab- 
sorbing personal interpretation in ‘““The Auto- 
biography of J. C. Penney: The Man With a 
Thousand Partners’’ (Harper & Brothers). A 
business paper editor who has to read hundreds 
of manuscripts told me that he sat down the 
other evening to glance through it and didn’t 
lay it down till sometime after midnight, when 
he had read every word. Mr. Penney’s life 
story is far more than the pluck and luck run 
of business biographies. It tells enough about 
chain store merchandising principles and meth- 
ods to give many new suggestions that help any 
business man to check up on his own way of 
trying to make money. He has been a hard 
worker, but he is unusual in knowing how to 
make real partners of those that work with 
him. = 

To sell or not to sell, that is the question 
keeping hundreds of sales managers and sales- 
men awake nights this spring. New ideas that 
are practical, fresh and easy to learn on the old 
but perennially new problems of getting in to 
see customers, handling the sales talk, meeting 
objections, closing sales and all the rest, are 
treated in the recent volume, ‘‘Self-Management 
in Selling’’ (Harper &% Brothers). David R. 
Osborne, Training Director of the Studebaker 
Corporation, is the author of this new work. 
And since it draws liberally on the excellent re- 
sults with salesmen’s training done by that com- 
pany, a real contribution to sales literature is 
made. Sales executives and salesmen will find 
here new ammwnition for their 1931 sales 
barrage. 

* * * 

ARE INDIVIDUAL DEBTS A GOOD 

THING? 


Evans Clark in the May, 1931, Nation’s 
Business, Page 21 


Mr. Clark wisely refrains from answering the 
question, but he says on Dr. F. W. Ryan’s word 
that the average family debt is now $400.00. 
At this rate the nation is in red for about twelve 
billion which, if ever paid, must come out of 
future earnings. 

Does this sum help or hinder our economic 
condition is a question left for someone else to 
say. It does, however, find itself included as a 
part of the huge sum comprising ‘consumer 
credit.” 

Credit has a champion in Mr. Clark, for he 
declares that it can play an important role to- 
ward the upward trend of economic recovery 
in its aid to the unemployed. While he does 
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not make any estimate of the condition which 
might result, he does express the belief that pur- 
chases once paid for during a two to four 
months’ period would double if not quadruple 
purchasing power. Installment companies may 
express their opinion. 

Nothing indicates whether or not the install- 
ment companies favor such a proposal. 

Another ray of pleasure will beam on the 
credit man when he learns that Mr. Clark com- 
ments on the growing volume of personal loans 
as indicative of small debtors clearing up their 
outstanding obligations. 


*x * * 


MERCHANDISING 
By SAMUEL W. REYBURN 


President of the Associated Dry Goods Corp. 
of New York 


North American Review, June, 1931; Page 524 


Although this brief article was originally 
written to give young college graduates a birds- 
eye view of the retailing industry, there is a 
clear picture of the requirements of the task that 
will repay careful reading on the part of any- 
one participating in the retail field. 

Especially worth while is that portion of the 
article which discusses what the successful re- 
tailer needs in order to achieve his aims, what 
the consumer is expecting from the retailer, and 
how constant management analysis is essential 
to profitable results. 


Retail credit plays no small part in the first 
of three divisions which Mr. Reyburn establishes 
for responsible management: (1) financial con- 
trol, (2) merchandising ability, (3) service re- 


lations. 
> * a 


CAN AMERICAN BUSINESS MEET THE 
PRESENT EMERGENCY? 


By W. B. DONHAM 


Harvard Business Review, April, 1931, 
Page 257 


Business has had a bad jolt and its recovery 
is to be timed by the measured effort of restor- 
ing the domestic markets for consumer goods. 
Unemployment as it now exists is a check, for 
purchasing power is decreased with idle workers 
and their scanty savings, if any. 


The dawn for the returned era will have to 
be preceded by a sustained purchasing power or 
in the words of the man on the street, “‘jobs 
and wages has got to come first before we can 
do any spendin’.”’ 

While the main portion of the business equa- 
tion for our national business recovery is said 
to be the unemployment situation, once that 
gets on the upward movement then business ef- 
ficiency and better management will have to 
follow through and do their share. 

Mr. Donham’s tone foretells a newer mer- 
chandising era wherein there will be a return to 
prosperity via the shirt-sleeve method rather 
than from a comfy chair in the board room of 
the broker’s office. 
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THE SALES TAX IN FRANCE 
By CARL S. SHOUP 
Columbia Press, N. Y. City 

Here the proponents for a direct Sales Tax 
can have their inning, for Mr. Shoup relates, 
beside the historic ground-work which brought 
about that tax, a very interesting account of its 
present function. 

Contrasted with the antagonism which met 
the abortive attempt to impose such a levy upon 
Congress in 1921, the direct sales tax, even with 
its myriad of ramifications, has proven to be a 
productive instrument. 

Perhaps one of the best books on this subject, 
the unbiased reader who seeks both sides on an 
issue will be justified in the time spent with Mr. 
Shoup’s latest work. 

* * * 

In discussing the economic mechanism that is 
responsible for the depression which has existed 
in American business the past year and a half, 
one eminent authority has made the following 
statement: 

“Our widespread installment selling was 
adopted as a means of overcoming (this) in- 
creased sales resistance, and it was exceedingly 
effective.” 

“It has, however, run its course, certainly 
temporarily, and I believe permanently,”’ said 
Dean Wallace B. Donham of Harvard Graduate 
School of Business, speaking before the Interna- 
tional Chamber of Commerce meeting recently 
held in Washington. 

“IT do not mean that it is over; I mean it can 
hardly form the basis for another widespread 
expansion of our market.” 

Dean Donham has been heralded lately for 
the keen analysis of our business affairs which 
he has so aptly discussed in his book, “‘Business 
Adrift.” 

* * * 
“RETURNED GOODS” 
By CATHERINE TURLINGTON 
Woman’s Journal, April, 1931 


Returned goods, an evil that the retailing 
fraternity would like to see eliminated, is a very 
costly feature of modern retail credit. Those 
who make use of this device as a means of 
changing their purchasing “‘mind’’—and they 
are for the most part women and misses patron- 
izing the ready-to-wear lines—are adding to the 
cost of such goods for every other purchaser. 
These facts come from the results of studies 
made by the National Retail Dry Goods Asso- 
ciation. 

Fifty million, said to be the annual estimated 
cost for this injurious privilege, is a stupendous 
tribute to levy on the purchasing power of the 
public. Each return on the basis of operating 
cost within the store organization has been 
found to amount between 30c and 60c for the 
average store. This does not make any esti- 
mate for the cost of the damages to the goods 
while in the hands of the erstwhile customer. 

Some slight degree of justification for this 
exists because of the evident lack in standard- 
ized sizes of garments and the failure to display 
colors under natural lights. This represents a 
knotty problem that many will have to face 
before it is satisfactorily solved. 
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THE COST OF GOVERNMENT IN THE 
UNITED STATES 
A Report of the National Industrial Conference 
Board 

Whether the business man has given much 
thought to the question or not does not decry 
the rising importance of taxes becoming a crush- 
ing burden to successful business. 

Government—principally local units—is fast 
becoming an expensive matter that borders upon 
luxury. Disregarding the debatable issues that 
are involved in the problem of taxes it is ap- 
parent that costs are steadily mounting and the 
ultimate consumer is asked to meet that out of 
his pocket. 

Every price tag in the retailer's store carries a 
small part of the selling cost that has been added 
because of tax expense to the proprietor. He has 
little option but to pass on that cost. 

But what in times like these, when buyers 
become reticent? Those little additions to price 
tags may be the extra straw that would break 
the camel’s back; in this case it turns the pros- 
pective purchaser out of the store. Then gov- 
ernmental costs cannot be justified. Economies 
must, therefore, be the means of preventing 
higher costs that heap burden upon the retailer. 


An Effective Letter (Continued from page 6) 
use, its advantages, so vividly that it swims 
before his mental eye. 

Proof follows logically after description. 
The salesman doesn’t expect the buyer to take 
his word for the quality of his goods; he hands 
out his samples for examination. Similarly, in 
the sales letter it is not enough to give the reader 
your unsupported description of the article or 
explanation of what it will do. You must 
reinforce your statements by definite proof of 
their truth. This you may do by some novel 
demonstration of the quality of the goods, or 
by showing the satisfaction which they have 
given other buyers. 

Persuasion intensifies the desire that has been 
awakened by the proof. Proof has demon- 
strated to the reader how the article has helped 
other men, and has thus suggested to him that 
he also may be benefited by it; that is, proof 
has created a latent desire for it. Persuasion 
turns this latent desire into an active buying 
force by showing the reader definitely how the 
article will help him personally. Persuasion 
brings the article into relation with his own 
needs and interests, just as the skillful salesman 
makes his sales talk fit the individual needs of 
each buyer. There is another thing which the 
letter as well as the salesman must do—offer a 
specific inducement. You know how the clever 
salesman manipulates his talking points. Al- 
ways he holds back until the last some extra 
reason why you should accept his proposition 
without delay. And that is what you, too, 
must do in your business-getting letter; follow 
up your last inducement and your “‘act today”’ 
by giving the man something to sign—a post 
card, a coupon, something that is ready to re- 
turn. Make what he is to do so plain to him 
that there can be no possible misunderstanding. 
Say it in so many words—‘‘You do this and 
we will do that.”’ 








Washington Bulletin 
May, 1931 


Contributed Monthly by R. Preston Shealey 


More and more attention is being given 
to the effects of the drought on busi- 
ness; some economists holding that the 
drought has been an important factor 
in prolonging the depression while 
others contend that the effect has been 
over-estimated. The writer has had access to 
recent Government statistics on the situation 
and as a whole it would appear from these 
statistics that the drought did not play as large 
a part in the depression as had been feared. 

It is not possible, however, to accurately esti- 
mate in figures the economic waste caused by 
the lack of precipitation because certain sections 
within each State were more seriously affected 
than the State-wide figures indicate. For in- 
stance, in West Virginia, the Department of 
Agriculture estimates the yields to have been 
only 57 per cent of normal, and yet, to the 
writer's personal knowledge, several of the most 
fertile vajleys in the Allegheny mountain region 
were absolutely devastated while other sections, 
not so fertile, were not far from normal. 

In a recent speech before the Credit Associa- 
tion of Western Pennsylvania at Pittsburgh, 
Dr. Julius Klein added another “‘C’’ to the three 
“C's” of Capacity, Capital, and Character, the 
fourth “‘C’”’ being “Current Conditions.”’ 

It would seem that as agriculture is the basic 
industry and is influenced to a large degree by 
rainfall, that factor should be given some at- 
tention by credit men in their business surveys 
and studies of conditions. 


General 

(a) Approximately 2,500 farmers of the 
State of Illinois keep standard books of account, 
and it may interest credit managers to learn that 
these farmers seem to be making more money 
than those who do not, their advantage approxi- 
mating 2 per cent of the total investment. It 
is also interesting to note that, judging from 
the returns of these farmers to the Standard 
Farm Accounting Service of the Illinois College 
of Agriculture, the present depression is not as 
bad as was the case in 1921. 

(b) The Wisconsin State Department of 
Agriculture has recently made a study of the 
dollar spent by the consumer at retail stores for 
bread. ‘This survey indicates that in Wisconsin 
37 per cent goes into the cost of material in- 
cluding flour, sugar, milk, etc., and that of this 
37 per cent, 25 per cent represents the cost of 
the flour. Shop expense including salaries and 
wages of all employees other than executives 
and building expenses consumes 1 8c of the con- 
sumer’s dollar. Administrative expense amounts 
to 5'\4c; selling and delivery 20c; and baker's 
net profit, 2.79'%c. The retailer takes 17.56c 
to operate his business, including delivery serv- 
ice, credit to consumers, and returns on his in- 
vestment. 

(c) Anything in the matter of a sales tax 
is said to be painless taxation and as the total 
revenue received from State gasoline taxes during 
1930 amounted to a figure beyond the estimate 
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of even those conversant with statistics as to 
this form of taxation, this tax would seem to be 
in the anesthetic class. Every State in the Union 
and the District of Columbia now has a gasoline 
tax, averaging for the entire country 3.35c per 
gallon, and this tax, it has recently been stated, 
yielded nearly five hundred million in revenue: 
The average motorist also pays an annual regis- 
tration fee of $13.41, and if to this is added the 
average gasoline tax of $18.62 the motorist 
pays a direct tax annually of $32.03. 


Court Decisions 

(a) An outstanding feature of the past 
month in Washington has been the decision of 
the Supreme Court upholding the constitution- 
ality of the Indiana chain store tax. Two other 
State chain store cases are still pending in the 
court, North Carolina and Mississippi. The 
Indiana chain store tax provides for a gradu- 
ated scale of license fees as follows: (1) Upon 
one store, the annual license fee shall be $3 for 
each such store; (2) upon two stores or more, 
but not to exceed five stores, the annual license 
fee shall be $10 for each such additional store; 
(3) upon each store in excess of five, but not 
to exceed 10, the annual license fee shall be $15 
for each such additional store; (4) upon each 
store in excess of 10, but not to exceed 20, the 
annual license fee shall be $20 for each such 
additional store; (5) upon each store in excess 
of 20, the annual license fee shall be $25 for 
each such additional store. 

(b) A tribunal of three circuit judges on 
May 4th upheld the constitutionality of the Vir- 
ginia license tax on merchants which has some 
points of similarity to the Indiana tax. The 
decision was by a divided court, Circuit Judges 
Northcott and Parker upholding the validity of 
the law as not being a discrimination against 
chain stores, where Circuit Judge Soper, then 
sitting as a district judge, dissented. The suit 
was brought by the Great Atlantic and Pacific 
Tea Company against the State tax officials of 
Virginia. 

(c) The Supreme Court by an eight to one 
decision has upheld the constitutionality of the 
Boulder Dam compact, the compact providing 
for the distribution of the waters of the 
Colorado and signed by six States, Colorado, 
Wyoming, Utah, New Mexico, Nevada, and 
California, but not signed by the other and at- 
tacking State, Arizona. It is said by some that 
this decision will now pave the way for two or 
more States to enter into compacts for the pre- 
servation of natural resources or other property 
rights common to the States making the com- 
pact. Already it has been suggested that such 
a contract be entered into between several 
States interested in Muscle Shoals and there is 
already legislation pending in Congress which, 
if enacted into law, would probably be utilized 
by the oil States to make more effective the 
State proration acts already in force. 

(d) The Court of Appeals of the District 
of Columbia in Burnet, Commissioner, etc., v. 
Campbell Company, on May 4th, decided a tax 
case of some interest to retail corporations who 
may be in difficulties. The facts in this case 
indicated that in consideration of receiving a 
certain percentage of their indebtedness in cash 


certain creditors released or cancelled the balance 
of their debts and that in two succeeding years 
as a result of this settlement with its creditors 
the debtor corporation was able to make a small 
profit. In commenting on the principle that 
forgiveness of a debt by a creditor does not con- 
stitute a gain and income for the debtor, the 
Court of Appeals made the statement that: ““We 
do not believe that the term ‘income’ as com- 
monly understood applies to the partial cancel- 
lation by a creditor of a debt due to him from a 
disabled debtor, in order that such debtor may 
thereby be enabled to pay the balance of the 
debt, the fact that after the transaction the 
plaintiff's balance sheet had improved was not 
sufficient to constitute ‘a gain derived from 
capital.’ If anything, it was a gain accruing to 
capital, and, as such, under the Misner and 
Phellis Cases, was not taxable income.’ Ker- 
baugh-Empire Co. v. Bowers, 300 Fed. 938; 
Aff'd 271 U. S. 170. 

(e) In Bridges, Trustee, etc., v. Hart it has 
been recently decided that traveling expenses 
advanced by an officer of a corporation for a 
business trip of the corporation and under an 
agreement for re-payment and with re-payment 
made substantially upon return do not consti- 
tute a voidable preference under the bankruptcy 
act as a matter of Iaw. The trip and the pay- 
ment were both made within the four (4) 
months’ period prior to bankruptcy during 
which preferences are made voidable, but the 
court held that this might have been one trans- 
action and that this was a question of fact for 
the jury to determine. 

(f) In Ellis v. Burnet, Commissioner of In- 
ternal Revenue, the Court of Appeals of the 


. District of Columbia has recently decided that 


a trip to Europe in the interest of a committee 
of a bar association of which the taxpayer was 
a member, but at the expense of the taxpayer, is 
not deductible under Section 214 (a) of the 
Revenue Act of 1921, which provides: “That 
in computing the net income there shall be al- 
lowed as deductions (1) all the ordinary and 
necessary expenses paid or incurred during the 
taxable year in carrying on any trade or busi- 
ness.” - The taxpayer in this case, a Washing- 
ton lawyer, was denied the deduction by both 
the Board of Tax Appeals and by the Court of 
Appeals upon the ground that it “had no ten- 
dency to increase his professional income, which 
is apparently contemplated by the statute, un- 
less we consider the too remote effect on his pro- 
fessional prestige of such recognition and 
activity.” 

(g) The Custom Court of Patent Appeals 
in Cross v. Williams Oil Automatic Heating 
Corporation has handed down a trade-mark de- 
cision which is of some interest in that it ap- 
plies a principle for registration of trade-marks 
which can be used as a basis in other and simi- 
lar cases. From this decision it would seem 
that to refuse registration to a particular trade- 
mark it must be shown not only that the pro- 
posed trade-mark distinctly resembles a promi- 
nent feature of another trade-mark, but that 
confusion would also be likely to result should 
registration be granted, because it contained the 
same descriptive properties. 
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What Function Shall Terms Perform 


ot] HAT Functions Should 
Terms Perform?” This 
topic is very broad in its 
scope, it covers the greatest and 
most essential factors in retail 
credit granting, therefore I shall 
not endeavor to tell you anything you have 
not either heard or read, but shall just recall 
to mind the fact that terms have a very definite 
function. ; 

First, let us take the definition of term: it 
is derived from the Latin terminus, meaning 
boundary, limit, fixed time. That to which 
anything tends or is directed, or that from which 
it begins or proceeds; also, an appointed set 
time or date as for the payment of rent, interest, 
wages, etc.; a space or period of time to which 
limits have been set. 

To come to terms, that is, to come to an 
agreement, or agree upon conditions with re- 
gard to payment, price, charge, rate, etc. 

Term in the plural, means condition, propo- 
sition stated or promise made, which when as- 
sented to or accepted by another, settles the 
contract and binds the party. 

The important part of this definition is, when 
assented to or accepted by another; therefore, 
have terms definitely understood at the time of 
sale, it makes it much easier to collect the 
account. 

Credit terms have been expanding as an after- 
math of the World War. During that period 
everyone was interested in production until 
there became over-production. This, of course, 
necessitated the greater extension of credit to 
take care of the accelerated distribution of this 
great volume of merchandise. 

The factors of terms are: consumer, sales 
department, credit department, credit bureau and 
collection department. 

When you deal in credits and collections, you 
deal not with known factors that remain more 
or less constant, but with the greatest variable 
factors known, the consumer, which means 
human nature, human emotions and human 
conditions. 

Terms must be definitely stated and under- 
stood. Use the exact date settlement is expected. 

Now let us take the word perform; this 
means to carry into effect or fulfill, to carry out, 
go through, execute in due form, to fulfill a 
command, promise or undertaking, the act of 
performing, or the fact of being performed, ful- 
fillment as to a promise or undertaking. 

Function—Function is the act of performing, 
action, behavior, also the kind of action or 
activity proper to a person or thing, office or 
duty; to perform a function or serve. 

What function should terms perform? The 
business houses which you represent are adver- 
tising selling service; if the work of the credit 
department is badly done, it will absolutely 
wipe out all the work of the advertising depart- 
ment. It can ruin all the good-will created by 
every other move. 


Terms understood and 

insisted upon perform the 

function of taking the 
“ted” out of Credit. 


By R. EARLE KLOTTEN 


You will find that all too fre- 
quently retailers employ a $10,- 
000 buyer and then employ a 
$1500 clerk to pass on the credit. 
This is all wrong. In this day of 
installment selling, safe credit ex- 
tenston is demanded. Your credit department 
must be under intelligent supervision with un- 
stinted facilities for obtaining credit informa- 
tion. 

Your credit bureau has thousands of reports 
on file. Necessarily hundreds of the reports are 
on people to whom you are extending credit, or 
to whom you have granted credit in the past. 


I would like to remind you of what you 
already know and ask you to consider for a few 
minutes the following statistics: 


It has been estimated that the average mer- 
chandising volume in this country is $200,000,- 
000 a day; it has also been estimated that 
about half of this volume is done on credit; 
less than 5 per cent of the adult population 
possess assets that a bank would accept as col- 
lateral for a loan. We now come to a figure 
which should and must be greatly reduced if 
we expect this great country of ours to continue 
as the most prosperous nation in the world. 
It has been said that 85 per cent of the credit 
losses are due to unwise credit extension and 
inefficient collection management. Therefore, 
more so than ever before is there need for the 
checking of credit information and the adoption 
of uniform collection policies which can be had 
only through a properly equipped and ade- 
quately financed credit bureau. Use your credit 
bureau! 

Another great aid in the solution of reduc- 
ing the credit losses is the community credit 
policy. Many bureaus and merchants’ associa- 
tions are placarding stores and offices with signs 
stating they are,members of the credit bureau 
and have subscribed to the community credit 
policy. I cannot help but interject here a word 
about the misuse of this phase of credit bureaus. 
Community credit policy is a definite agreement 
as to standard terms, and the enforcing of these 
standardized terms, entered into by merchants of 
like or similar lines of merchandising, agreeing 
with a credit bureau to a definite policy of 
handling such accounts as may be delinquent 
under the agreed plan of terms. The process 
of educating the buying public is done by a 
series of announcements placed with monthly 
statements, regardless of whether or not the 
customer is a prompt or a slow pay. 


As stated before, human nature makes credit 
a very important thing, and it is a concrete part 
of the selling business. Therefore, let me ask 
that you have a definite credit policy and just 
plain nerve enough to enforce your terms. 


In other words, the way to take the “‘red”’ 
out of credit is to have the terms understood 
and then to enforce the agreement. 
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A Follow-Up System 


for Collecting Accounts 
(Continued from page 13) 


will be filed in another file of a large 1-31 index, 
behind its 2. All other correspondence that is 
not a form letter receives similar treatment in 
the large 1-31 file numerically according to the 
follow-up date. If a customer comes in to 
discuss the account before the follow-up date, 
the card will tell where the correspondence is. 


This system was evolved from an earlier one 
I used, and possibly that may be simpler and 
preferable, according to opinion. This earlier 
system works as follows: Cards bearing name 
and address of customer. No tabs used. The 
file is subdivided into present month, past month 
and month before that. In other words, if it is 
July now, then there would be a July section, 
back of that would be a June section, and back 
of that a May section. Back of May section 
is collection agency section, back of that attorney 
section, and back of attorney section is tracing 
section, and back of that is credit balances, and 
back of credit balances is closed section. Each 
section has its alphabet. The current month is 
examined two months hence, the past month is 
examined a month hence, and the third month 
section is examsined now. The third month 
section that is examined now will get the treat- 
ment necessary and the individual card will then 
be transferred to whatever other section may be 
required once the ledger sheet has been inspected. 


For example, it is July. Therefore, the May 
section should be inspected. In this May section 
there are those customers who have paid, so 
those cards are transferred to Closed; others in 
the May section are to be examined the follow- 
ing month and so are filed in the June section; 
others in the May section to be left alone for a 
couple of months and so filed in the July sec- 
tion. May, when completed, is entirely ab- 
sorbed, and so that section disappears and in 
its stead and filed in front of the July section 
appears the August section as the current month. 


On the card is written the type of form letter 
to be used, the date stamped next to it signify- 
ing when this task was done. The large 1-31 
file is retained for the special correspondence 
after the card has been marked ‘‘Corres’’ and 
the date stamped and the date of follow-up 
noted on the card. 


In the newer system, there is the advantage 
of one alphabet instead of many, one can im- 
mediately find the card instead of looking in 
the various subdivisions, and there ts no more 
filing, but merely moving of the tab signal to 
the proper place. 


In both systems, a rubber stamped date de- 
noting date of inspection should be placed on 
the ledger sheet. If, after the elapse of time, 
there are ledger sheets bearing no stamped date, 
one knows that there has been an oversight 
somewhere and that a card corresponding to the 
sheet is missing or has not been made and so 
should be made. 


Credit is Like 
a Drug 


(Continued from page 9) 


from prosperity to crisis, to depression, to re- 
vival, to expansion back to prosperity and over 
again, has been clearly and conclusively demon- 
strated by the experience of nearly a century 
in the United States and abroad. As credit 
executives, therefore, you must keep your hand 
constantly on the pulse of general business con- 
ditions and sense changes in direction clearly and 
unmistakably. Since business is sound only to 
the extent to which credit is sound, and since 
during periods of falling prices and general de- 
flation, credit becomes dangerous when out of 
proportion to available capital, even character 
may undergo changes causing an otherwise 
honest person to resort to means not approved 
by moralists. 


If you will but project into the future and 
imaginatively foresee changes in economic con- 
ditions in their bearing on your risks by being 
cognizant of the cycle in which you live, move 
and have your being and then couple that 
knowledge with your elements in any risk, much 
waste and extravagance, failure and ruin will be 
eliminated. 


Now assuming that you agree with me as 
to the importance of these cycles, and that we 
are going to scrutinize credit risks more carefully 
for a continued improvement in our credit work, 
we are going to tie up our story into a three 
point picture by discussing the essential elements 
of a risk and then together with our definition, 
trade cycles and these elements from a broad 
powerful, comprehensive foundation for our 
credit policy. 


Since every credit transaction involves the 
element of futurity, more or less, risk is present 
whenever goods or services are sold on time and 
to determine to what degree this risk is present, 
is nO mean task. 


Earlier in my talk, I told you that each and 
every one of us possesses credit power whether 
we use it honestly or abuse it, so that it becomes 
necessary, with this fact of the omnipresence 
of credit power in mind, to prove or disprove 
not only the existence of willingness to pay, but 
ability on the part of the credit seeker to make 
payment at the expiration of the credit period. 
To reveal the credit applicant in these two lights 
requires a search for and an obtaining of sut- 
ficient evidence to bring out the facts. Your 
bureau can help you immeasurably in this 
direction. 


It goes without saying that any applicant 
both unwilling and unable to pay at maturity, 
or even one or the other, should be rejected, lest 
losses incurred from freely accepting doubtful 
accounts exceed the profits incident to increase 
sales. You can see from the foregoing that a 
process of elimination must be carried on in 
preferring one credit applicant over another and 
that only as confidence as to a customer's 
willingness and ability to pay is established, is 
the risk accepted. 
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Therefore, it would seem that two decisions 
must be made as to credit applicants. 


Ist. Shall his credit be accepted? In other 


words, ‘‘is the risk good?”’ 


2nd. Assuming decision has been made in 
favor of the risk, ““To what extent shall credit 
be extended? What limitations shall be placed 
upon the power?” 


_ These basic factors, or elements, commonly 
referred to by those in the credit profession, as 
the three c's, character, capacity and capital, are 
present in every one of us, whether we possess 
one, two or all three together. 


By character we understand honesty, and 


‘ since a credit man considers that applicant dis- 


honest who does not or will not pay his bills 
except after an unreasonable length of time after 
the credit period or where he knows in advance 
that undue or legal pressure must be exerted to 
effect payment, that applicant is rejected. It is 
foolhardy for a credit man to set himself up as 
a spiritual advisor and take on his books, char- 
acterless accounts, in the hope that he can alter 
character (even though he can do much in the 
educational field), for character is not subject 
to frequent changes, and where a change is 
affected, it must originate from a willingness to 
change in the mind of the individual first, other- 
wise it will find its level again sooner or later. 
While character is the least tangible of our fac- 
tors under discussion in determining the credit 
risk, it is nevertheless the most important. Since 
our investigation of this element should include 
a customers’ general history, reputation and 
similar factors, bearing upon the moral aspect, 
it is not a difficult task to separate the honest 
from the dishonest, the sane liver from the ex- 
travagant, the abstainers from the drinkers and 
gamblers and the moral from the immoral. 
(Experience has shown that capacity and capital 
count for little when a clever credit crook de- 
termines to beat his creditors, but with a proper 
development of this element, character, much 
trouble and loss can be avoided.) 


I myself place a value of 50 per cent on the 
character element in judging a risk. The rela- 
tive importance of the first element, I hope, is 
clear to you now, so let us go on to the next, 
that of capacity. 


By capacity, we mean one’s ability to earn 
enough to pay for his purchases or his resources 
from which debt can be liquidated. A con- 
sistent betterment of one’s station in life or an 
ever increasing business, should you be dealing 
with a merchant, indicates favorably the pres- 
ence of this element. 


Since capacity deals with one’s resources which 
consists of real or personal property or both 
together, in retail credit it is very difficult to 
get an accurate idea of an applicant’s net work. 
The reason for this is that the consumer is never 
called upon to furnish a financial statement as 
a basis for credit transactions. Therefore, we 
approach the line as closely as we may without 
an undue show of inquisitiveness by merely 





asking the question about real estate holdings, 
and we do this because we know that income, 
consisting of salary only, is not a tangible asset, 
hence, not attachable for a merchandise debt. 
Obviously, therefore, property ownership does 
affect the credit rating but not vitally or neces- 
sarily unfavorably so. Of far more importance 
is the fact of how large or small is one’s salary 
and how that income is manipulated. 


Many persons live in the grandest style and 
to all appearances are possessed of considerable 
means, but you are not infrequently surprised 
on investigation to find they are heavily in- 
volved. Hence, in our summary of this element, 
we find that the manner in which a man meets 
his obligations determines to a material extent 
his credit standing, for if he be not worth a cent 
over exemptions, but has maintained a reputa- 
tion for years of meeting his obligations 
promptly, his business will be actively solicited. 


Owing to hazard, I give to this element a 
rating of 25 per cent of the credit decision. 


Now, the third and the last ‘‘c’’—<capital 
determines the actual means of payment at the 
time the transaction is consummated. It deals 
with hard, cold nickels, dimes and dollars. Any 
equation without this element constitutes a 
“moral risk,’’ meaning that reliance is based 
solely on the character and capacity of the risk. 
When coupled with character and capacity, how- 
ever, the ideal equation results. 


Capital, for credit purposes, is the financial 
strength of the risk; it consists of the amount 
and quality of goods and property, expressed in 
terms of money, ‘which an individual or firm 
possesses in excess of what is owing, but it is 
hardly desirable to accept a risk with capital as 
the only basis to recommend it. While wealthy 
debtors can be forced to pay eventually, forced 
collections are expensive from a money and good- 
will standpoint, hence, when a slow-pay but 
wealthy credit applicant is accepted, the presence 
of capital is usually a sufficient deterrent to the 
taking of any drastic action in the collection of 
that account. Unfortunately, some of our very 
wealthy citizens, being aware of this fact, have 
developed the habit of paying their private bills 
only as the spirit moves them. 


Due to its autocratic power, capital stands 
number 3, relatively, and is rated percentagely 
the same as capacity; namely, 25. 


In summing up our three discussed factors, we 
arrive at our next step, which is co-incidental 
with the factors in determining the credit risk. 


In fact, the credit equation, aside from financial 
statements, consists of these factors and their 
significance, one to the other. So assuming 
normal transactions under normal economic con- 
ditions, we find that character continues to play 
a leading part. 


And now we have our picture finished, which 
when manipulated with a little common sense, 
without which no business principle has any 
value, together with 100 per cent co-operation 
with your credit bureau and it with you, will 
be the means of making your work a joy for- 
ever, rich in results and altogether beautiful 
upon which to look. 








The CREDIT WORLD 














Merchants Are Easy Marks... 


ERCHANTS of Texas 
are voluntarily sub- 
mitting their books 

to the microscopic eye of 
university economists. in an 
effort to eradicate the dead- 
beat. Preliminary figures from the survey show 
that deadbeats do about as much damage to 
merchants as the boll weevil does to the cotton 
grower. In a single Texas town during 1930, 
one group of fifty-four merchants had to admit 
losses totalling $46,687 from bad accounts, or 
$865 per merchant. And this, of course, did 
not include the merchants’ time and expense in 
making futile attempts to collect the bills before 
writing them off the books. 

Such was the behind-the-scenes story of store- 
keeping in Texas as told to the annual 
convention of the National Retail Credit Asso- 
ciation by Arthur H. Hert, marketing specialist 
of the Bureau of Business Research, University 
of Texas at Austin. Under his direction, a 
detailed analysis based on confidential informa- 
tion supplied by Texas merchants is now in 
process. 

“The name of the town is not important,” 
said Mr. Hert, “‘because it is no worse than 
almost any other town. The condition is gen- 
eral. Only to a small degree is it due to the 
business depression. We went into this town, 
gained the co-operation of the fifty-four mer- 
chants, and spent weeks in finding out why they 
had written off 1,768 separate accounts totaling 
$46,687 in a single year. 

“Anybody who says the public is 99 per cent 
honest,’’ declared Mr. Hert, “‘has never gone 
around to several hundred homes and frankly 
asked people why they don’t pay up what they 
owe. We did just that. As soon as they were 
assured that we weren't bill collectors, scores of 
people calmly said that a lot of merchants were 
easy marks, and that they would be foolish to 
pay if they didn’t have to.” 

About forty out of every hundred people 
whose accounts were written off the fifty-four 
merchants’ books were out-and-out deadbeats, 
the university investigators discovered. An 
additional 20 per cent were also deadbeats of 
the type known to credit men as “‘skips,”’ or 
people who charge things at a store and then 
move away. 

Contrary to the general impression that un- 
employment is mainly responsible for uncollect- 
ible bills, only 9.6 per cent of the 1,768 accounts 
were due to joblessness. 


See See Se f 


SAYS ARTHUR H. HERT 


Customers Numbering 1,768 Beat 

Fifty-four Retailers out of $46,687 

in Year, According to University 
of Texas Study. 


The complete list of rea- 
sons established for non- 
payment of the 1,768 bills 
was: Deadbeats, 40 per 
cent; skips, 20 per cent; un- 
employment, 9.6 per cent; 
temporary financial difficulties, 9 per cent; fail- 
ure to limit credit, 4 per cent; sickness, 3.6 per 
cent; disputed transactions, 2.7 per cent; ac- 
counts opened with insufficient information, 2 
per cent; charges slipping through without 
proper authority, 1.6 per cent; crop failure, 1.2 
per cent; domestic trouble, 1.2 per cent; frauds 
such as charging goods to a reputable person, 
1.1 per cent; bankruptcy, 1.1 per cent; accounts 
opened despite bad credit record, 1 per cent; 
deaths, 1 per cent. 

“So far as we know this is the first time in 
business research that such a detailed and com- 
prehensive study of bad debts has been made,” 
said Mr. Hert. “‘Our complete report will not 
be ready until next September, and these facts 
are only the preliminary part of the story. 

“But as the work progresses, it becomes in- 
creasingly evident that the merchants themselves 
are chiefly to blame for their own heavy losses. 
In their mad desire for volume they are afraid 
to lose a sale, even a bad sale, to a competitor. 
Also, they are as careless as the housewife who 
leaves her doors and windows open when the 
circus is in town. They invite raids from the 
hosts of conscienceless deadbeads, and their invi- 
tations are avidly accepted. 

“Proof that the condition can be overcome is 
afforded by the records of a group of department 
stores in the city of Austin. These stores are 
typical of retail establishments which guard 
their credits. They charged off, for all causes, 
only .8 of 1 per cent of their 1930 credit sales.”’ 

Educational work, such as ‘Pay Promptly” 
campaigns, was urged upon the national as- 
semblage of credit men by Mr. Hert as being 
of value in handling the nation’s many billion 
dollars of annual retail credit business. 

“It is no more than natural for every human 
being to put things off as long as possible,”’ 
said he, ‘“‘and it looks as though putting off 
the paying of bills is one of things that a great 
many people do. This calls for educational 
work on the part of the merchants to get credit 
customers to pay their bills in 30 days or as 
agreed. Otherwise the merchants will not get 
their money at all. People have a tendency not 
to pay for merchandise after full value has been 
received. Consequently, it is up to the merchant 
to collect before his goods have been worn out, 
eaten up, or gone out of the buyer's use.”’ 











29 









“Modern Credit and Russia” 
“"M ODERN CREDIT AND RUSSIA” might be 


the title to a series of essays which have 

recently been published in general mag- 
azines, giving various interpretations upon that 
sensitive subject: Russian commerce. 


Three in particular are worthy of reading 
time, not because they will either be convincing 
or confusing, but because they will show several 
views. Lacking the accurate knowledge that 
might sweep the vail of misunderstanding away 
from this topi¢, each man must be a judge unto 
himself. Such a decision, at any rate, should 
strike the popular fancy in the mind of every 
man. 


(1) Russia and the five-year plan. 
W. H. H. Waters in the Quarterly 


Review. 


(2) Russta’s struggle for industrial tnde- 
pendence. 


Part 1.—The economic conflict with the 
United States. 
E. B. Jacobson in Current History. 


(3) Russta menaces both labor and capital. 
C. G. Wyckoff in Magazine of Wall 
Street. 


Within these pages one may find any position 
which strikes individual fancy. All that is of 
Russia is a vital and highly explosive subject 
and must be settled on purely individual scores. 
But one fact does leave an indelible mark on the 
future of this question as it affects the business 
of this country. That point is credit. 
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PITTSBURGH 


| Official Bureau of the National Associa- 

| tion, maintaining the largest collection 

| department in the state, offers fine service 

on retail accounts anywhere in 

| Allegheny County 
BONDED COLLECTORS 
LEGAL DEPARTMENT 

CARES 
|The Credit Bureau, Inc. 


601 Chamber of Commerce Bldg. 
Pittsburgh, Pa. 














Chicago Collections 


Should Be Sent to 


Credit Service Corporation 


Collection Department of the Chicago 
Credit Bureau, Inc.,and Credit Reference 
Exchange, Inc. 


° 


The Official Credit Reporting Service of the 


Associated Retail Credit Men of Chicago 
35 South Dearborn Street, Chicago, Ill. 
Telephone, Randolph 2400 
Credit Reports Collections 

















YOUR COLLECTIONS IN 


Detroit 


Will Receive the Best Attention Possible If 
Sent to 


The Merchants Credit Burese 


Incorporated 


The largest collection department in the city 

specializing on RETAIL ACCOUNTS. The 

benefits accruing in placing your accounts with 

an organization owned by the merchants, for 
their protection, are self-evident. 


Rates Reasonable ... Safety Assured 
Commercial Accounts Also Handled 


Address: 
UNITED ARTISTS BUILDING 

















Patents and Trade Marks 
Protect your inventive ideas. Prompt Expert 
Personal Service. Submit data and $5 for 
preliminary search. 


LESTER L. SARGENT 
Registered Patent Attorney 








1115 K St. N W Washington, D. C. 
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TEN GREAT STORES IN ST. LOUIS 
TELAUTOGRAPH 


The Credit Bureau Exclusively for Credit Data! 


(You Owe It to Yourself to Visit the Bureau While in St. Louis) 


THE STORES CONNECTED ARE AS FOLLOWS: 


Boyd-Richardson Apparel Company Sonnenfeld’s 

Garland’s Inc. Trorlicht & Duncker Carpet Company 
Famous-Barr Union May-Stern Company 

Klines Inc. Scruggs, Vandervoort & Barney 

B. Nugent’s & Bros. D. G. Company J. S. Wolff Clothing Company 


CONVINCE YOURSELF BY VISITING ANY OR ALL OF THESE STORES 
OR 
OUR REPRESENTATIVES WILL GLADLY DEMONSTRATE 
TELAUTOGRAPHS TO YOU AT OUR BOOTH 


Remember 
Any of the Bureaus Named Below Will Highly Endorse Our System: 


MERCHANT’S CREDIT BUREAU, 14 Stores BOSTON 
DAYTON RETAIL MERCHANT?’S CREDIT BUREAU, 15 Stores DAYTON 
MERCHANT’S CREDIT BUREAU, 3 Stores DETROIT 
RETAIL MERCHANT’S CREDIT BUREAU, 5 Stores CINCINNATI 
MERCHAN’S SERVICE BUREAU, 5 Stores GRAND RAPIDS 
CREDIT RATING BUREAU, 5 Stores HARTFORD 
MERCHANT’S RED BOOK CO., 6 Stores DALLAS 
RETAIL MERCHANT’S ASSOCIATION, 6 Stores FORT WORTH 
MILWAUKEE ASSOCIATION OF COMMERCE, 15 Stores MILWAUKEE 
RETAIL MERCHANT’S ASSOCIATION, 6 Stores NORFOLK 
MERCHANT’S CREDIT ASSOCIATION, 4 Stores MEMPHIS 
MUTUAL CREDIT RATING EXCHANGE, 3 Stores ; ST. PAUL 
CREDIT BUREAU OF GREATER NEW YORK, 20 Stores NEW YORK 
PATERSON CREDIT BUREAU, 1 Store PATERSON 
PROVIDENCE CREDIT BUREAU, 2 Stores ..... PROVIDENCE 
and 


ASSOCIATED RETAIL CREDIT MEN AND CREDIT BUREAU of ST. LOUIS 


Remember . . . Slow action on credits builds sales resistance and hurts good will! 7 7 1 With Tel- 

autograph service you can open the account and make new sales today . . . via Telautograph clearance. 

Why postpone action for 24 hours? After all, that is an OLD custom! If you MUST have a long 
report the bureau will mail it . . . but, get a coded Telautograph report today! 


TELAUTOGRAPHS COST APPROXIMATELY $1.00 PER DAY PER STORE! 


TELAUTOGRAPH CORPORATION 


FACTORY AND GENERAL OFFICES ;¢ + + 16 WEST SIXTY-FIRST STREET, NEW YORK, N. Y. 
We have 45 Branch Offices Serving Over 450 Cities in the United States 
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Back on the job... 





without a worry about bills 








OR millions of families it has been 
all outgo and no income for a long 
time. 
+ To many of them, the welcome sight 
of the first pay check will be clouded by 
the realization that it can’t begin to sat- 
isfy the demands of insistent collectors. 
Stretch their incomes as they may, it 
will be months before they can get }/ 
caught up on the bills contracted during / unemployment. 
+ These months need not be harassing months of worry, of credit destroyed, of 
putting off merchants from pay day to pay day. 
+ The new job can be started with a clean slate and a clear mind. 
+ Such times of stress as these demonstrate the wisdom of the laws of those 
states that provide for family finance companies. 
+ To them families may go, secure the funds to pay their bills at once and repay 
the loan in small monthly installments. 
+ Foremost of these companies is the Household organization. Without asking 
for co-makers or endorsers, without requiring bankable collateral, it lends $50 
to $300 largely on the integrity and “going value” of the borrower. 
# On amounts over $100, Household charges nearly a third less than the max- 
imum fixed by law in most states. Up to twenty months is allowed for repayment. 


+ More, Household helps the family budget its pay check to work out of debt as 
promptly as possible. 
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MONEY MANAGEMENT FOR HOUSEHOLDS, a helpful booklet on budget- 
ing family income, leading to the happiness of financial security, is offered without 
charge to all. Telephone, call or write for a copy. 


HOUSEHOLD 


FINANCE CORPORATION... 
y Headquarters: Palmolive Building, Chicago, Illinois 











-- (135 Offices in 76 Cities).. 
(Consult your telephone directory for the office nearest you)... 


Turn the dial to your N B C Station Tuesday night at 8:00 Central Standard Time and be a guest of the Household Celebrities, 
featuring America’s foremost stars of the opera, concert, and stage, as well as leading thinkers in affairs of national importance. 














Just as helpful to business recovery as increased employment is the contribution of 
the family finance company: lending money with which hundreds of thousands of 
families can pay their bills promptly. The campaign of which this advertisement is a 
part is aggressively going after prosperity by speeding collections. It is now appearing 
in newspapers of four and three-quarter million circulation. Interested citizens 
invited to write for more information about the personal finance business. Address 
Department W-4, Household Finance Corporation, Palmolive Building, Chicago, Illinois. 
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